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Interpret or apply sec. 40, 54 Stat. 842; 15
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§ 270.0-1 Definition of terms used in

this part.
(a) As used in the rules and regula-

tions prescribed by the Commission pur-
suant to the Investment Company Act
of 1940, unless the context otherwise
requires:

(1) The term "Commission" means
the Securities and Exchange Commis-
sion.

(2) The term "act" means the Invest-
ment Company Act of 1940.

(3) The term "section" refers to a
section of the act.

(4) The terms "rule" and "regula-
tions" refer to the rules and regulations
adopted by the Commission pursuant to
the act.

(b) Unless otherwise specifically pro-
vided, the terms used in the rules and
regulations in this part shall have the
meaning defined in the act.

(c) A rule or regulation which defines
a term without express reference to the
act or to the rules and regulations, or
to a portion thereof, defines such terms
for all purposes as used both in the act
and in the rules and regulations in this
part, unless the context otherwise re-
quires.

(d) Unless otherwise specified or the
context otherwise requires, the term
"prospectus" means a prospectus meet-
ing the requirements of section 10 (a) of
the Securities Act of 1933 as amended.
IRule N-1. 5 F.R. 4316, Oct. 31, 1940, as
amended at 19 F.R. 6730, Oct. 20, 1954]

§ 270.0-2 General requirements of pa-
pers and applications.

(a) Filing of papers. All papers re-
quired to be filed with the Commission
shall, unless otherwise provided by the
rules and regulations in this part, be de-
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livered through the mails or otherwise to
the Securities and Exchange Commis-
sion, Washington 25, D.C. Except as
otherwise provided by the rules and
regulations in this part, such papers shall
be deemed to have been filed with the Se-
curities and Exchange Commission on
the date when they are actually received
by it.

(b) Formal specifications respecting
applications. Every application for an
order under any provision of the act,
for which a form with instructions is not
specifically prescribed, and every amend-
ment to such application shall be filed
in triplicate. One copy shall be signed
by the applicant but the other two
copies may have facsimile or typed sig-
natures. Such applications should be on
paper approximately 81/, by 13 inches
in size, except that tables, charts, and
other documents may be larger if folded
to approximately that size. The left
margin should be at least 1 ,A inches
wide, and if the application is bound,
it should be bound on the left side. All
typewritten or printed matter (includ-
ing deficits in financial statements)
should be set forth in black so as to
permit photeopying.

(c) Authorizations respecting applica-
tions. (1) Every application for an order
under any provision of the act, for which
a form with instructions is not specifical-
ly prescribed and which is executed by a
corporation, partnership, or other com-
pany and filed with the Commission, shall
contain a concise statement of the ap-
plicable provisions of the articles of in-
corporation, bylaws, or similar docu-
ments, relating to the right of the person
signing and filing such application to
take such action on behalf of the appli-
cant, and a statement that all such re-
quirements have been complied with and
that the person signing and filing the
same is fully authorized to do so. If such
authorization is dependent on resolutions
of stockholders, directors, or other bodies,
such resolutions shall be attached as an
exhibit to, or the pertinent provisions
thereof shall be quoted in, the applica-
tion.

(2) If an amendment to any such ap-
plication shall be filed, such amendment
shall contain a similar statement or, in
lieu thereof, shall state that the authori-
zation described in the original applica-
tion is applicable to the individual who
signs such amendment and that such au-
thorization still remains in effect.

(3) When any such application or
amendment is signed by an agent or at-
torney, the power of attorney evidencing
his authority to sign shall contain similar
statements and shall be filed with the
Commission.

(d) Verification of applications and
statements of fact. Every application
for an order under any provision of the
act, for which a form with instructions is
not specifically prescribed and every
amendment to such application, and
every statement of fact formally filed in
support of, or in opposition to, any ap-
plication or declaration shall be verified
by the person executing the same. An
instrument executed on behalf of a cor-
poration shall be verified in substantially
the following form, but suitable changes
may be made in such form for other kinds
of companies and for individuals:

State of................
County of ------------------ ss:

The undersigned being duly sworn deposes
and says that he has duly executed the
attached --------------- dated ---------
19--- for and on behalf of

(Name of Company)
that he is the ------------------ of such

(Title of Officer)
company; and that all action by stock-
holders, directors, and other bodies neces-
sary to authorize deponent to execute and
file such instrument has been taken. De-
ponent further says that he is familiar with
such instrument, and the contents thereof,
and that the facts therein set forth are true
to the best of his knowledge, information
and belief.

(Signature)

(Type or print name beneath)
Subscribed and sworn to before me a

-this ------ day of-
(Title of Officer)
19- ..

[ OFFICIAL SEAL ]
My commission expires-----------------

(e) Statement of grounds for applica-
tion. Each application should contain a
brief statement of the reasons why the
applicant is deemed to be entitled to the
action requested with a reference to the
provisions of the act and of the rules and
regulations under which application is
made.

(f) The application as evidence. Any
application may state that the applicant
offers the application in evidence pur-
suant to this paragraph at any hearing
on such application. If such offer is
made, the application shall be received in
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evidence at the hearing as proof in sup-
port of the allegations therein without
the necessity of the applicant appear-
ing and introducing further evidence,
unless:

(1) Counsel for the Commission ob-
jects; or

(2) Objection is made on behalf of
any interested State commission, State
agency, any representative of interested
security holders; or any person having a
bona fide interest in such proceeding ap-
pears and objects.

If counsel for the Commission intends
to object to the admission in evidence
of the application or in advance of the
hearing date is apprised of the intention
of any person having a bona fide interest
in the proceeding to appear in opposition
to the application, he shall promptly ad-
vise the applicant thereof. If such ob-
jection or opposition is first made at such
time that seasonable notice thereof can-
not be given to the applicant, and the
applicant does not appear, the hearing
shall be continued to permit the appli-
cant to appear and support its applica-
tion at the adjourned date thereof.
Unless the Commission otherwise directs,
the application shall be dismissed if the
applicant fails to appear and support its
application after it has been notified by
counsel for the Commission of such ob-
jection or opposition. Nothing in this
paragraph shall be construed as prevent-
ing the receipt in evidence of any docu-
ment or other evidence duly tendered at
any hearing for a purpose for which it
would be appropriate and competent
apart from the provisions of this para-
graph.

An acceptable statement offering an
application in evidence pursuant to this
paragraph is as follows:

CONSENT TO USE OF THIS DOCUMENT IN

EVIDENCE

Pursuant to § 270.0-2(f), the company
hereby offers this application and all exhibits
hereto and all amendments hereof hereafter
made, in evidence at any hearing with respect
to the action herein sought, and requests that
the original, a duplicate original, or a photo
copy of this application and any and all
amendments hereof, whether executed here-
after or concurrently herewith, be offered in
evidence on behalf of the company and be
received in evidence as an exhibit of the com-
pany in any such proceeding before the Se-
curities and Exchange Commission, or any
officer thereof or any Trial Examiner desig-
nated thereby, and that the verification of
this application and any amendment hereof
be considered as if the person signing such

verification had personally appeared and
testified orally under oath, duly administered,
in any such proceeding to the statements
contained in such verification.
[Rule N-2, 5 P.R. 4316, Oct. 31, 1940]

§ 270.0-3 Amendments to registration
statements and reports.

Registration statements filed with the
Commission pursuant to section 8 (54
Stat 803; 15 U.S.C. 80a-8) and reports
filed with the Commission pursuant to
section 30 (54 Stat. 836; 15 U.S.C. 80a-
35) may be amended in the following
manner:

(a) An original and three copies of
each such amendment shall be filed with
the Commission at its office in Washing-
ton, D.C. With regard to size, paper,
ink, margins, binding and similar formal
matters, each amendment shall conform
to the requirements for the registration
statement or report it amends.

(b) Each amendment to a particular
statement or report shall have a facing
sheet as follows:

SECURITIES AND EXCHANGE COMMISSION

Washington 25, D.C.
Amendment No.---------

to

Form
File No.

(Describe the nature of the statement or
report)

Dated --------------.- 19--_

Pursuant to Section -------- of the
Investment Company Act of 1940

------------------------------------------
Name of Registrant

------------------------------------------
Address of Principal Office of Registrant

The facing sheet shall contain in addi-
tion any other information required on
the facing sheet of the form for the
statement or report which is being
amended. Amendments to a particular
statement or report shall be numbered
consecutively in the order in which filed
with the Commission.

(c) Each amendment shall contain in
the manner required in the original
statement or report the text of every
item to which it relates and shall set out
a complete amended answer to each such
item. However, amendments to finan-
cial statements may contain only the
particular statements or schedules in
fact amended.

§ 270.0-3 § 270.0-3
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(d) Each amendment shall have a sig-
nature sheet containing the form of sig-
nature required in the statement or re-
port it amends.
IRule N-3, 6 P.R. 3966, Aug. 8, 19411

§ 270.0-4 Incorporation by reference.

(a) A registered investment company
may incorporate by reference as an ex-
hibit, in any registration statement, ap-
plication or report filed with the Com-
mission, any document or part thereof
previously or concurrently filed with the
Commission pursuant to any act admin-
istered by the Commission. The incor-
poration may be made whether the mat-
ter incorporated was filed by such reg-
istered company or any other person.
If any modification has occurred in the
text of any such document since the fil-
ing thereof, the company shall file with
the reference a statement containing the
text of any such modification and the
date thereof. If the number of copies
of any document previously or concur-
rently filed with the Commission is less
than the number required to be filed
with the registration statement, appli-
cation or report which incorporates such
document, the company shall file there-
with as many additional copies of the
document as may be necessary to meet
the requirements of the registration
statement, application or report.

(b) A registered investment company
may incorporate by reference, in any
registration statement, application or re-
port filed with the Commission, any
financial statement or part thereof pre-
viously or concurrently filed with the
Commission pursuant to any act admin-
istered by the Commission, if it substan-
tially conforms to the requirements of
the form on which such registration
statement, application or report is filed.
The incorporation may be made whether
the matter incorporated was filed by
such registered company or any other
person. If a certificate of an independ-
ent public accountant or accountants is
required to accompany a financial state-
ment in any registration statement, ap-
plication or report, the incorporation by
reference of a certificate previously or
concurrently filed will not be deemed a
compliance with such requirements un-
less the written consent of the account-
ant or accountants to such incorpora-
tion is filed with the registration state-
ment, application or report.

(c) In each case of incorporation by
reference, the matter incorporated shall
be clearly identified in the reference.
An express statement shall be made to
the effect that the specified matter is
incorporated in the registration state-
ment, application or report at the par-
ticular Place where the information is
required.

(d) Notwithstanding any particular
provision permitting incorporation by
reference, no registration statement, ap-
plication or report shall incorporate by
reference any exhibit or financial state-
ment which (1) has been withdrawn, or
(2) was filed in connection with a regis-
tration under the Investment Company
Act of 1940, or a registration on a na-
tional securities exchange which has
ceased to be effective, or (3) is contained
in a registration statement or report sub-
ject, at the time of the incorporation by
reference, to pending proceedings under
section 8(b) or 8(d) of the Securities Act
of 1933 (C. 38, sec. 8, 48 Stat. 79; C. 686,
sec. 301, 54 Stat. 857; 15 U.S.C. 77h), sec-
tion 8(e) of the Investment Company
Act of 1940 (sec. 8(e), 54 Stat. 805; 15
U.S.C. 80a-8), or to an order entered un-
der any of those sections.

(e) Notwithstanding any particular
provision permitting incorporation by
reference, the Commission may refuse to-
permit such incorporation in any case in
which in its judgment such incorporation
would render the registration statement,
application, or report incomplete, un-
clear, or confusing.
[Rule N-4, 9 P.R. 338, Jan. 8, 1944. Redesig-
nation noted at 14 F.R. 2761, May 26, 19491

§ 270.0-5 Procedure with respect to ap-
plications and other matters.

The procedure set forth in this section
will be followed with respect to any pro-
ceeding initiated by the filing of an ap-
plication, or upon the Commission's own
motion, pursuant to any section of the
act or any rule or regulation thereunder,
unless in the particular case a different
procedure is provided:

(a) Notice of the initiation of the pro-
ceeding will be published in the FEDERAL
REGISTER and will indicate the earliest
date upon which an order disposing of
the matter may be entered. The notice
will also provide that any interested per-
son may, within the period of time speci-
fied therein, submit to the Commission in
writing any facts bearing upon the de-
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sirability of a hearing on the matter and
may request that a hearing be held, stat-
ing his reasons therefor and the nature
of his interest in the matter.

(b) An order disposing of the matter
will be issued as of course on a date to
be specified in the notice, unless prior
to such date the Commission orders a
hearing on the matter.

(c) The Commission will order a hear-
ing on the matter, if it appears that a
hearing is necessary or appropriate in
the public interest or for the protection
of investors, (1) upon the request of
any interested person or (2) upon its
own motion.
[Rule N-5, 12 P.R. 3441, May 28, 1947, as
amended at 22 P.R. 8933, Nov. 7, 1957]

§ 270.0-6 1 Consent to service of process
to be furnished by nonresident bro-
kers or dealers and by nonresident
general partners or managing agents
of brokers or dealers.

(a) Each nonresident broker or dealer
registered or applying for registration
pursuant to section 15(b) of the Securi-
ties Exchange Act of 1934, each nonresi-
dent general partner of a broker or dealer
partnership which is registered or ap-
plying for registration, and each non-
resident managing agent of any other
unincorporated broker or dealer which is
registered or applying for registration,
shall furnish to the Commission, in a
form prescribed by or acceptable to it,
a written irrevocable consent and power
of attorney which (1) designates the Se-
curities and Exchange Commission as an
agent upon whom may be served any
process, pleadings, or other papers in any
civil suit or action brought in any ap-
propriate court in any place subject to
the jurisdiction of the United States,
with respect to any cause of action (i)
which accrues during the period begin-
ning when such broker or dealer becomes
registered pursuant to section 15 of the
Securities Exchange Act of 1934 and the
rules and regulations thereunder and
ending either when such registration is
cancelled or revoked, or when the Com-
mission receives from such broker or
dealer a notice to withdraw from such
registration, whichever is earlier, (ii)
which arises out of any activity, in any
place subject to the jurisdiction of the
United States, occurring in connection

1 Appears as 270.06 at 18 F.R. 2581, May 2,
1953.

with the conduct of business of a broker
or dealer, and (iii) which is founded, di-
rectly or indirectly, upon the provisions
of the Securities Act of 1933, the Securi-
ties Exchange Act of 1934, the Trust In-
denture Act of 1939, the Investment
Company Act of 1940, the Investment
Advisers Act of 1940, or any rule or regu-
lation under any of said Acts; and (2)
stipulates and agrees that any such civil
suit or action may be commenced by the
service of process upon the Commission
and the forwarding of a copy thereof as
provided in paragraph (c) of this section,
and that the service as aforesaid of any
such process, pleadings, or other papers
upon the Commission shall be taken and
held in all courts to be as valid and bind-
ing as if due personal service thereof
had been made.

(b) The required consent and power
of attorney shall be furnished to the
Commission within the following period
of time:

(1) Each nonresident broker or
dealer registered at the time this section
becomes effective, and each nonresident
general partner or managing agent of
an unincorporated broker or dealer reg-
istered at the time this section becomes
effective, shall furnish such consent and
power of attorney within 60 days after
such date;

(2) Each broker or dealer applying for
registration after the effective date of
this section shall furnish, at the time of
filing such application, all the consents
and powers of attorney required to be
furnished by such broker or dealer and
by each general partner or managing
agent thereof: Provided, however, That
where an application for registration of
a broker or dealer is pending at the time
this section becomes effective such con-
sents and powers of attorney shall be
furnished within 30 days after this sec-
tion becomes effective.

(3) Each broker or dealer registered
or applying for registration who or
which becomes a nonresident broker or
dealer after the effective date of this
section, and each general partner or
managing agent, of an unincorporated
broker or dealer registered or applying
for registration, who becomes a nonresi-
dent after the effective date of this sec-
tion, shall furnish such consent and
power of attorney within 30 days there-
after.

(c) Service of any process, pleadings
or other papers on the Commission under

§ 270. 0-6 § 270. 0-6
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this section shall be made by delivering
the requisite number of copies thereof
to the Secretary of the Commission or
to such other person as the Commission
may authorize to act in its behalf.
Whenever any process, pleadings or
other papers as aforesaid are served upon
the Commission, it shall promptly for-
ward a copy thereof by registered mail
to the appropriate defendants at their
last address of record filed with the
Commission. The Commission shall be
furnished a sufficient number of copies
for such purpose, and one copy for its
file.

(d) For purposes of this section the
following definitions shall apply:

(1) The term "broker" shall have the
meaning set out in section 3 (a) (4) of
the Securities Exchange Act of 1934.

(2) The term "dealer" shall have the
meaning set out in section 3 (a) (5) of
the Securities Exchange Act of 1934.

(3) The term "managing agent" shall
mean any person, including a trustee,
who directs or manages or who partici-
pates in the directing or managing of the
affairs of any unincorporated organi-
zation or association which is not a
partnership.

(4) The term "nonresident broker or
dealer" shall mean (i) in the case of
an individual, one who resides in or
has his principal place of business in
any place not subject to the jurisdic-
tion of the United States; (ii) in the case
of a corporation, one incorporated in or
having its principal place of business in
any place not subject to the jurisdiction
of the United States; iii) in the case
of a partnership or other unincorporated
organization or association, one having
its principal place of business in any
place not subject to the jurisdiction of
the United States.

(5) A general partner or managing
agent of a broker or dealer shall be
deemed to be a nonresident if the resides
In any place not subject to the juris-
diction of the United States.
[18 F.R. 2581, May 2, 1953, as amended at 23
FR. 9691, Dec. 16, 1958]

§ 270.0-7 Consent to service of process
to be furnished by nonresident in-
vestment advisers and by nonresident
investment general partners or man-
aging agents of investment advisers.

(a) Each nonresident investment ad-
viser registered or applying for registra-

tion pursuant to section 203 of the In-
vestment Advisers Act of 1940, each
nonresident general partner of an in-
vestment adviser partnership which is
registered or applying for registration,
and each nonresident managing agent
of any other unincorporated investment
adviser which is registered or applying
for registration, shall furnish to the
Commission, in a form prescribed by or
acceptable to it, a written irrevocable
consent and power of attorney which (1)
designates the Securities and Exchange
Commission as an agent upon whom may
be served any process, pleadings, or other
papers in any civil suit or action brought
in any appropriate court in any place
subject to the jurisdiction of the United
States, where the cause of action (i) ac-
crues on or after the effective date of
this section, (ii) arises out of any activ-
ity, in any place subject to the jurisdic-
tion of the United States, occurring in
connection with the conduct of business
of an investment adviser, and (iii) is
founded, directly or indirectly, upon the
provisions of the Securities Act of 1933,
the Securities Exchange Act of 1934, the
Trust Indenture Act of 1939, the Invest-
ment Company Act of 1940, the Invest-
ment Advisers Act of 1940, or any rule
or '- gulation under any of said acts;
and (2) stipulates and agrees that any
such civil suit or action may be com-
menced by the service of process upon
the Commission and the forwarding of
a copy thereof as provided in paragraph
(c) of this section, and that the service
as aforesaid of any such process, plead-
ings, or other papers upon the Commis-
sion shall be taken and held in all courts
to be as valid and binding as if due per-
sonal service thereof had been made.

(b) The required consent and power
of attorney shall be furnished to the
Commission within the following period
of time:

(1) Each non-resident investment ad-
viser registered at the time this section
become effective, and each non-resident
general partner or managing agent of
an unincorporated investment adviser
registered at the time this section be-
comes effective, shall furnish such con-
sent and power of attorney within 60
days after such date;

(2) Each investment adviser applying
for registration after the effective date
of this section shall furnish, at the time
of filing such application, all the con-
sents and powers of attorney required to
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be furnished by such investment adviser
and by each general partner or manag-
ing agent thereof: Provided, however,
That where an application for registra-
tion of an investment adviser is pending
at the time this rule becomes effective
such consents and powers of attorney
shall be furnished within 30 days after
this section becomes effective.

(3) Each investment adviser registered
or applying for registration who or which-
becomes a non-resident investment ad-
viser after the effective date of this
section, and each general partner or
managing agent, of an unincorporated
investment adviser registered or apply-
ing for registration, who becomes a non-
resident after the effective date of this
section shall furnish such consent and
power of attorney within 30 days there-
after.

(c) Service of any process, pleadings
or other papers on the Commission under
this section shall be made by delivering
the requisite number of copies thereof to
the Secretary of the Commission or to
such other person as the Commission
may authorize to act in its behalf.
Whenever any process, pleadings or
other papers as aforesaid are served upon
the Commission, it shall promptly for-
ward a copy thereof by registered mail
to the appropriate defendants at their
last address of record iled with the Com-
mission. The Commission shall be fur-
nished a sufficient number of copies for
such purpose, and one copy for its file.

(d) For purposes of this section the
following definitions shall apply:

(1) The term "investment adviser"
shall have the meaning set out in section
202 (a) (11) of the Investment Advisers
Act of 1940.

(2) The term "managing agent" shall
mean any person, including a trustee,
who directs or manages or who partici-
pates in the directing or managing of
the affairs of any unincorporated organ-
ization or association which is not a part-
nership.

(3) The term "non-resident invest-
ment adviser" shall mean (i) in the case
of an individual, one who resides in or
has his principal place of business in any
place not subject to the jurisdiction of
the United States; (ii) in the case of a
corporation, one incorporated in or hav-
ing its principal place of business in any
place not subject to the jurisdiction of
the United States; (iii) in the case of a

partnership or other unincorporated or-
ganization or association, one having its
principal place of business in any place
not subject to the jurisdiction of the
United States.

(4) A general partner or managing
agent of an investment adviser shall be
deemed to be a nonresident if he resides
in any place not subject to the jurisdic-
tion of the United States.
(Secs. 19, 23, 48 Stat. 85, as amended, 901,
as amended, sec. 319, 53 Stat. 1173, sec. 211,
54 Stat. 855; 15 U. S. C. 77s, 77sss, 78w,
80b-11) [19 F. R. 4300, July 14, 1954; 20
F. R. 2510, Apr. 16, 19551

§ 2 70.2a-1 Valuation of portfolio secu-
rities in special cases.

(a) Any investment company whose
securities are qualified for sale, or for
whose securities application for such
qualification has been made, in any state
in which the securities owned by such
company are required by applicable
state law or regulations to be valued at
cost or on some other basis different
from that prescribed by clause (A) of
section 2(a) (39) of the act for the pur-
pose of determining the percentage of its
assets invested in any particular type or
classification of securities or in the
securities of any one issuer, may, in
valuing its securities for the purposes of
sections 5 and 12 of the act, use the same
basis of valuation as that used in com-
plying with such state law or regulations
in lieu of the method of valuation pre-
scribed by clause (A) of section 2(a) (39)
of the act.

(b) Any open-end company which has
heretofore valued its securities at cost
for the purpose of qualifying as a
"mutual investment company" under
the Internal Revenue Code, prior to its
amendment by the Revenue Act of 1942,
shall henceforth, for the purposes of
sections 5 and 12 of the act, value its
securities in accordance with the method
prescribed in clause (A) of section 2(a)
(39) of the act unless such company is
permitted under paragraph (a) of this
section to use a different method of
valuation.

(c) A registered investment company
which has adopted for the purposes of
sections 5 and 12 of the act a method of
valuation permitted by paragraph (a)
of this section, shall state in its registra-
tion statement filed pursuant to section 8
(54 Stat. 803; 15 U.S.C. 80a-8) of the
act, or in a report filed pursuant to sec-
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tion 30 (54 Stat. 836; 15 U.S.C. 80a-30)
of the act, the method of valuation
adopted and the facts which justify the
adoption of such method. A registered
investment company which has adopted
for the purposes of sections 5 and 12 of
the act a method of valuation permitted
by paragraph (a) of this section, unless
it shall have adopted such method for
the purpose or partly for the purpose of
qualifying as a "mutual investment com-
pany" under the Internal Revenue Code,
shall continue to use that method until it
has notified the Commission of its desire
to use a different method, and has re-
ceived from the Commission permission
for such change. Such permission may
be made effective on a fixed date or
within such reasonable time thereafter
as may be deemed advisable under the
circumstances.

(d) If at any time it appears that the
method of valuation adopted by any
company pursuant to paragraph (a) of
this section is no longer justified by the
facts, the Commission may require a
change in the method of valuation
within a reasonable period of time either
to the method prescribed in clause (A)
of section 2(a) (39) of the act or to some
other method permitted by paragraph
(a) of this section which is justified by
the existing facts.
[Rule N-2A-1, 8 F.R. 3567, Mar. 24, 1943]

§ 2 7 0.2 a- 2 Effect of eliminations upon
valuation of portfolio securities.

During any fiscal quarter in which
eliminations of securities from the port-
folio of an investment company occur,
the securities remaining in the portfolio
shall, for the purposes of sections 5 and
12 of the act (54 Stat. 800, 808; 15 U.S.C.
80a-5, 80a-12), be so valued as to give
effect to the eliminations in accordance
with one of the following methods: (a)
specific certificate, (b) first in-first out,
(c) last in-first out, or (d) average
value. For these purposes, a single
method of elimination shall be used con-
sistently with respect to all portfolio
securities. In giving effect to elimina-
tions pursuant to this section values
shall be computed in accordance with
section 2(a) (39) (A) of the act (54 Stat.
790; 15 U.S.C. 80a-2).
[Rule N-2A-2, 6 F.R. 3966, Aug. 8, 19411

§ 2 7 0.2 a-3 Definition of "investment
adviser" of an investment company
for purposes of section 12(d) (3).

The term "investment adviser" of an
investment company, for purposes of
paragraph (3) of section 12(d) of the
act, shall not be deemed to include a
bank, as defined in section 2(a) (5) (sec.
2(a), 54 Stat. 791; 15 U.S.C. 80a-2) of
the act: Provided, That nothing herein
contained shall permit any registered in-
vestment company or any company or
companies controlled by such registered
investment company to purchase or
otherwise acquire any security issued by
or any other interest in the business of
any bank which is an investment adviser
or such registered investment company
or controlled company.
[Rule N-2A-3, 9 P.R. 339, Jan. 8, 1944]

§ 270.3c-1 Definition of certain terms

used in section 3(c) (1) of the Act.

The term "public offering" as used in
section 3(c) (1) of the Act shall not be
deemed to include the offer or sale by a
small business investment company, li-
censed under the Small Business Invest-
ment Act of 1958, of its capital stock to
a small business concern pursuant to the
provisions of section 304(c) of such Act,
provided that-

(a) The offer or sale is made only in
connection with the providing of capital
to the small business concern by the
small business investment company;

(b) The amount of capital stock so
offered or sold does not exceed the
amount which the small business con-
cern has the right to acquire, with re-
spect to the particular transaction, under
the provisions of section 304(c) of such
Act and the rules and regulations there-
under; and

(c) The capital stock acquired by the
small business concern in connection
with the offer and sale is purchased for
investment and not with a view to the
distribution thereof.
[25 P.R. 8026, Aug. 19, 1960]

§ 270.3c-2 Definition of beneficial own-

ership.

For the purpose of section 3(c) (1) of
the Act, beneficial ownership by a com-
pany, other than a registered investment
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company, owning 10 per centun or more
of the outstanding voting securities of
any issuer which is a small business in-
vestment company licensed to operate
under the Small Business Investment
Act of 1958, or which has received from
the Small Business Administration no-
tice to proceed to qualify for a license,
which notice or license has not been re-
ownership by one person (a) if and so
yoked, shall be deemed to be beneficial
long as the value of all securities of small
business investment companies owned
by such company does not exceed 5 per
centum of the value of its total assets;
or (b) if and so long as such stock of
the small business investment company
shall be owned by a state development
corporation which has Deen created by
or pursuant to an act of the state legis-
lature to promote and assist the growth
and development of the economy within
such state on a state-wide basis provided
that, such state development corporation
is not, or as a result of its investment
in the small business investment com-
pany (considering such investment as
an investment security) would not be,
an investment company as defined in
section 3 of the Act.
(Sec. 38, 54 Stat. 841; 15 U.S.C. 80a-37) [24
F.R. 7313, Sept. 11, 1959]

§ 270.3 c- 3 Exemption for certain group
annuity contracts which provide for
administration of funds held by an
insurance company in a segregated
account.

(a) Any transaction by an insurance
company, as defined in section 2(a) (17)
of the Act, involving a group annuity
contract or contracts with an employer,
employers or persons acting on their
behalf (herein called the "employer")
providing for the allocation of part or all
of the employer's contributions there-
under to one or more separate accounts
shall be exempt from the provisions of
the Act, and no company, as defined in
section 2(a) (8) of the Act, shall be
deemed to have become subject to the
Act by virtue of having engaged or par-
ticipated in any of such transactions:
Provided, That the contract

(1) Contains an undertaking by the
insurance company to provide, to the
extent of the employer's interest in such
separate account, for the future issue
of guaranteed annuities payable to cov-
ered employees on their retirement in
fixed dollar amounts,

(2) Is made in connection with a plan
which meets the requirements for quali-
fication under section 401 of the Internal
Revenue Code, or the requirements for
deduction of the employer's contribu-
tions under Section 404(a) (2) of said
Code whether or not the employer de-
ducts the amounts paid for the contract
under said section, and which plan does
not provide for retirement benefits pay-
able to covered employees which are
measured by the investment results of
assets allocated to a separate account, as
defined herein, maintained by such in-
surance company.

(3) Prohibits the allocation to the
separate account of any payment or con-
tribution made by any employee, and

(4) Covers at least 25 employees at
the time of its execution.

(b) "Separate account" as used in this
section shall mean an account estab-
lished and maintained pursuant to the
law of any state or territory of the
United States or the District of Colum-
bia, under which income, gains and
losses, whether or not realized, from
assets allocated to such account, are,
in accordance with the applicable con-
tract, credited to or charged against such
account without regard to other income,
gains or losses of the insurance com-
pany and which does not include the
reserves maintained for guaranteed an-
nuities in the course of payment.

(c) All references herein to sections
of the Internal Revenue Code mean said
sections as now or hereafter amended, or
any corresponding provisions of prior
or subsequent United States Revenue
laws.

(d) The exemption provided in this
section shall apply notwithstanding that
there is no guarantee by the insurance
company of or with respect to the invest-
ment results of assets allocated to a
separate account.

(Secs. 6(c), 39, 54 Stat. 800; 15 U.S.C. 80a-6,
80a-38) 128 F.R. 402, Jan. 16, 1963]

§ 270.5b-1 Definition of "total assets."

The term "total assets," when used in
computing values for the purposes of
sections 5 and 12 of the act, shall mean
the gross assets of the company with re-
spect to which the computation is made,
taken as of the end of the fiscal quarter
of the company last preceding the date
of computation. This section shall not
apply to any company which has adopt-
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ed either of the alternative methods of
valuation permitted by § 270.2a-1,
[Rule N-5B-1, 6 P.R. 5920, Nov. 22, 19411
§ 270.5b-2 Exclusion of certain guaran-

tees as securities of the guarantor.

(a) For the purposes of section 5 of
the act, a guarantee of a security shall
not be deemed to be a security issued
by the guarantor: Provided, That the
value of all securities issued or guaran-
teed by the guarantor, and owned by the
management company, does not exceed
10 percent of the value of the total assets
of such management company.

(b) Notwithstanding paragraph (a)
of this section, for the purposes of sec-
tion 5 of the act, a guarantee by a rail-
road company of a security issued by a
terminal company, warehouse company,
switching company, or bridge company,
shall not be deemed to be a security is-
sued by such railroad company, Pro-
vided:

(1) The security is guaranteed jointly
or severally by more than one railroad
company; and

(2) No one of such guaranteeing rail-
road companies directly or indirectly
controls all of its co-guarantors.

(c) For the purposes of section 5 of
the act, a lease or other arrangement
whereby a railroad company is or be-
comes obligated to pay a stipulated an-
nual sum of rental either to another
railroad company or to the security hold-
ers of such other railroad company shall
not be deemed in itself a guarantee.
[Rule N-5B-2, 10 P.R. 581, Jan. 16, 19451

§ 270.6b-1 Exemption of employees' se-
curities company pending determina-
tion of application.

Any employees' securities company
which files an application for an order
of exemption under section 6(b) of the
act (54 Stat. 801; 15 U.S.C. 80a-6) shall
be exempt, pending final determination
of such application by the Commission,
from all provisions of the act applicable
to investment companies as such.
[Rule N-6B-1, 6 P.R. 6126, Dec. 2, 1941]

§ 270.6d-1 Exemption for c e r t a i n
closed-end investment companies.

(a) An application under section 6(d)
of the act shall contain the following in-
formation:

(1) A brief description of the char-
acter of the business and investment
policy of the applicant.

(2) The information relied upon by
the applicant to satisfy the conditions of
paragraphs (1) and (2) of section 6(d)
of the act.

(3) The number of holders of each
class of the applicant's outstanding
securities.

(4) An unconsolidated balance sheet
as of a date not earlier than the end of
the applicant's first fiscal year, together
with a schedule specifying the title, the
amount, the book value and, if deter-
minable, the market value of each secu-
rity in the applicant's portfolio.

(5) An unconsolidated profit and loss
statement for the applicant's last fiscal
year.

(6) A statement of each provision of
the act from which the applicant seeks
exemption, together with a statement of
the facts by reason of which, in the ap-
plicant's opinion, such exemption is not
contrary to the public interest or incon-
sistent with the protection of investors.

(b) There shall be attached to each
copy of the application a copy of Form
N-8A. The form need not be executed,
but it shall be clearly marked on its
facing page as an exhibit to the applica-
tion. The filing of Form N-8A in this
manner shall not be construed as the
filing of a notification of registration
under section 8(a) of the act.

(c) The application may contain any
additional information which the appli-
cant desires to submit.
[Rule N-6D-1, 5 F.R. 4346, Nov. 2, 19401

§ 270.7d-1 Specification of conditions
and arrangements for Canadian man-
agement investment companies re-
questing order permitting registra-
tion.

(a) A management investment com-
pany organized under the laws of Canada
or any province thereof may obtain an
order pursuant to section 7(d) permit-
ting its registration under the act and
the public offering of its securities, if
otherwise appropriate, upon the filing of
an application complying with paragraph
(b) of this section. All such applications
will be considered by the Commission
pursuant to the procedure set forth in
§ 270.0-5 and other applicable rules.
Conditions and arrangements proposed
by investment companies organized un-
der the laws of other countries will be
considered by the Commission in the
light of the special cirmumstances and
local laws Involved in each case.
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(b) An application filed pursuant to
this section shall contain, inter alia, the
following undertakings and agreements
of the applicant:

(1) Applicant will cause each present
and future officer, director, investment
adviser, principal underwriter and cus-
todian of the applicant to enter into an
agreement, to be filed by applicant with
the Commission upon the filing of its
registration statement or upon the as-
sumption of such office by such person
which will provide, among other things,
that each such person agrees (i) to com-
ply with the applicant's Letters Patent
(Charter) and By Laws, the act and the
rules thereunder, and the undertakings
and agreements contained in said appli-
cation insofar as applicable to such per-
son; (ii) to do nothing inconsistent with
the applicant's undertakings and agree-
ments required by this section; (iii) that
the undertakings enumerated as subdi-
visions (i) and (ii) of this subparagraph
constitute representations and induce-
ments to the Commission to issue its
order in the premises and continue the
same in effect, as the case may be; (iv)
that each such agreement constitutes a
contract between such person and the
applicant and its shareholders with the
intent that applicant's shareholders shall
be beneficiaries of and shall have the
status of parties to such agreement so as
to enable them to maintain actions at
law or in equity within the United States
and Canada for any violation thereof.
In addition the agreement of each officer
and director will contain provisions sim-
ilar to those contained in subparagraph
(6) of this paragraph.

(2) That every agreemunt and under-
taking of the applicant, its officers, di-
rectors, investment adviser, principal
underwriter and custodian required by
this section (i) constitute inducements
to the Commission for the issuance and
continuance in effect of. and conditions
to, the Commission's order to be entered
under this section; (ii) constitute a con-
tract among applicant and applicant's
shareholders with the same intent as set
forth in subparagraph (1) (iv) of this
paragraph; and (iii) failure by the ap-
plicant or any of the above enumerated
persons to comply with any such agree-
ment ana undertaking, unless permitted
by the Commission, shall constitute a
violation of the order entered under this
section.

(3) That the Commission, in its dis-
cretion, may revoke its order permitting
registration of the applicant and the
public offering of its securities if it shall
find after notice and opportunity for
hearing that there shall have been a
violation of such order or the act and
may determine whether distribution of
applicant's assets is necessary or appro-
priate in the interests of investors and
may so direct

(4) That applicant will perform every
action and thing necessary to cause and
assist the custodian of its assets to dis-
tribute the same, or the proceeds there-
of, if the Commission or a court of
competent jurisdiction, shall have so di-
rected by a final order.

(5) That any shareholder of the ap-
plicant or the Commission on its own
motion or on request of shareholders
shall have the right to initiate a pro-
ceeding (i) before the Commission for
the revocation of the order permitting
registration of the applicant or (ii) be-
fore a court of competent jurisdiction
for the liquidation of applicant and a
distribution of its assets to its sharehold-
ers and creditors. Such court may enter
such order in the event that it shall find,
after notice and opportunity for hearing.
that applicant, its officers, directors, in-
vestment adviser, principal underwriter
or custodian shall have violated any pro-
vision of the act or the Commission's
order of registration of the applicant.

A court of ccmpetent jurisdiction for
the purpose of subparagraphs (4) and
(5) of this paragraph means the District
Court of the United States of the dis-
trict in which the assets of the applicant
are maintained.

(6) That any shareholder of the ap-
plicant shall have the right to bring suit
at law or in equity, in any court of the
United States or Canada having juris-
diction over applicant, its assets or any
of its officers or directors to enforce
compliance by applicant, its officers and
directors with any provision of appli-
cant's Charter or By Laws, the act and
the rules thereunder, or undertakings
and agreements required by this section,
insofar as applicable to such persons.
That such court may appoint a trustee
or receiver of the applicant with all
powers necessary to implement the pur-
poses of such suit, including the ad-
ministration of the estate, the collection
of corporate property including choses-
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in-action, and distribution of applicant's
assets to its creditors and shareholders.
That applicant and its officers and di-
rectors waive any objection they may
be entitled to raise and any right they
may have to object to the power and
right of any shareholder of the appli-
cant to bring such suit, reserving, how-
ever. their right to maintain that they
have complied with the aforesaid pro-
visions, undertakings and agreements,
and otherwise to dispute such suit on its
merits. Applicant, its officers and di-
rectors also agree that any final judg-
ment or decree of any United States
court as aforesaid, may be granted full
faith and credit by a court of competent
jurisdiction of Canada and consent that
such Canadian court may enter judg-
ment or decree thereon at the instance
of any shareholder, receiver or trustee
of the applicant.

(7) Applicant will file, and will cause
each of its present or future directors,
officers, or investment advisers who is
not a resident of the United States to
file with the Commission irrevocable
designation of the applicant's custodian
as an agent in the United States to ac-
cept service of process in any suit, action
or proceeding before the Commission or
any appropriate court to enforce the
provisions of the acts administered by
the Commission, or to enforce any right
or liability based upon applicant's
Charter, By Laws, contracts, or the re-
spective undertakings and agreements
of any such person required by this sec-
tion. or which alleges a liability on the
part of any such persons arising out of
their service, acts or transactions relat-
ing to the applicant.

(8) Applicant's Charter and By Laws.
taken together, will contain, so long as
applicant is registered under the act, in
substance the following:

(i) The provisions of the act as fol-
lows: section 2 (a) Provided, That the
term "Government securities" defined in
section 2 (a) (16) may include securities
issued or guaranteed by Canada or any
instrumentality of the government of
Canada; the term "value" defined in sec-
tion 2 (a) (39) may be defined solely
for the purposes of sections 5 and 12 in
accordance with the provisions of
§ 270.2a-1 (Rule N-2A-1) if the same
shall be necessary or desirable to comply
with Canadian regulatory or revenue
laws or rules or regulations thereunder:
the term "bank" defined in section 2 (a)

(5) shall be defined solely for the pur-
poses of sections 9 and 10, as any banking
institution; section 4; section 5; section
6 (c) ; section 9; section 10 (a), (b), (c),
(e), (f), and (g): Provided, That the
provisions of section 10 (d) may be sub-
stituted for the provisions of sections 10
(a) and 10 (b) (2) if applicable; section
11; section 12 (a), (b), (c), and (d);
section 13 (a) ; section 15 (a), (b), and
(c); section 16 (a): sections 17, 18, 19,
20 and 21; section 22 (d) ; section 22 (e) :
Provided, That the Toronto Stock Ex-
change or the Montreal Stock Exchange
or both may be included in addition to
the New York Stock Exchange; section
22 (f) ; section 22 (g) ; section 23; section
25 (a) and (b); section 30 (a), (b), (d),
(e), and (f) ; section 31; section 32 (a) :
Provided, That provision may be made
for the selection and termination of em-
ployment of the accountant in com-
pliance with The Companies Act of
Canada, section 32 (b). Where a pro-
vision of the act prohibits or directs
action by an investment company, or its
directors, officers or employees, the
Charter or By Laws shall state that the
applicant or its directors, officers or em-
ployees shall or shall not act, as the case
may be, in conformity with the intent
of the statute; where the provision ap-
plies to others, such as principal under-
writers, investment advisers, controlled
companies and affiliated persons, the
Charter or By Laws shall also state that
the applicant will not permit the pro-
hibited conduct or will obtain the re-
quired action. Any of the provisions of
sections 11, 12, 15, 18, 22, 23, 30, and 31
may be omitted if not applicable to a
company of applicant's classification or
sub-classification as defined in section 4
or 5 of the act or if not applicable be-
cause the subject matter of such provi-
sions is prohibited by the Charter or By
Laws. Other provisions of the act not
specified above may be incorporated in
the applicant's Charter or By Laws at
its option.

(ii) Any question of interpretation of
any term or provision of the Charter
or By Laws having a counterpart in or
otherwise derived from a term or pro-
vision of the act shall be resolved by
reference to interpretations, if any, of
the corresponding term or provision of
the act by the courts of the United States
of America or, in the absence of any con-
trolling decision of any such court, by
rules, regulations, orders or interpreta-
tions of the Commission.

22-029 O-64--31

§ 270. 7d- 1§ 270. 7d- 1



Title 17--Commodity and Securities Exchanges

(iii) Applicant will maintain the orig-
inal or duplicate copies of its books
and records at the office of its custodian
or other office located within the United
States.

(iv) At least a majority of the direc-
tors and of the officers of the applicant
will be United States citizens of whom a
majority will be resident in the United
States.

(v) Applicant will appoint, by con-
tract, a bank, as defined in section 2 (a)
(5) and having the qualification de-
scribed in section 26 (a) (1), to act as
trustee of, and maintain in its sole cus-
tody in the United States, all of appli-
cant's securities and cash, other than
cash necessary to meet applicant's cur-
rent administrative expenses. Said con-
tract will provide, inter alia, that said
custodian will (a) consummate all pur-
chases and sales of securities by appli-
cant, other than purchases and sales on
an established securities exchange,
through the delivery of securities and
receipt of cash, or vice versa as the case
may be, within the United States, and
(b) redeem in the United States such
of applicant's shares as shall be surren-
dered therefor, and (c) distribute appli-
cant's assets, or the proceeds thereof, to
applicant's creditors and shareholders,
upon service upon the custodian of an
order of the Commission or court di-
recting such distribution as provided in
subparagraphs (3) and (5) of this
paragraph.

(vi) Applicant's principal underwriter
for the sale of its shares will be a citizen
and resident of the United States or a
corporation organized under the laws of
a state of the United States, and having
its principal place of business therein,
and if redeemable shares are offered,
also a member in good standing of a se-
curities association registered under
section 15A of the Securities Exchange
Act of 1934.

(vii) Applicant will appoint an ac-
countant, qualified to act as an inde-
pendent public accountant for the
applicant under the act and the rules
thereunder, who maintains a permanent
office and place of business in the United
States.

(viii) Any contract entered into be-
tween the applicant and its investment
adviser and principal underwriter will
contain provisions in compliance with
the requirements of sections 15, 17 (i)

and 31 and the rules thereunder, and
require that the investment adviser
maintain in the United States its books
and records or duplicate copies thereof
relating to applicant.

(x) Applicant's Charter and By Laws
will not be changed in any manner in-
consistent with this paragraph or the act
and the rules thereunder unless author-
ized by the Commission.

(9) Contracts of the applicant, other
than those executed on an established
securities exchange which do not involve
affiliated persons, will provide that:

(i) Such contracts, irrespective of the
place of their execution or performance,
will be performed in accordance with the
requirements of the act, the Securities
Act of 1933, and the Securities Exchange
Act of 1934, if the subject matter of such
contracts is within the purview of such
acts; and

(ii) In effecting the purchase or sale
of assets the parties thereto will utilize
the United States mails or means of
interstate commerce.

(10) Applicant will furnish to the
Commission with its registration state-
ment filed under the act a list of persons
affiliated with it and with its investment
adviser and principal underwriter and
will furnish revisions of such list, if any,
concurrently with the filing of periodic
reports required to be filed under the act.
(Sec. 7, 54 Stat. 802; 15 U. S. C. 80a-7)
f19 F. R. 2585, May 5, 19541

§ 270.8b-1 Scope of §§ 270.8b-1 to
2 7 0.8c-1.

The rules contained in §§ 270.8b-1 to
270.8c-1 shall govern all registration
statements pursuant to section 8 of the
act, including notifications of registra-
tion pursuant to section 8(a), and all
reports pursuant to section 30 (a) or (b)
of the act, including all amendments to
such statements and reports, except that
any provision in a form covering the
same subject matter as any such rule
shall be controlling.
118 P.R. 8575, Dec. 19, 19531

§ 270.8b-2 Definitions.

Unless the context otherwise requires,
the following terms, when used in the
rules contained in § § 270.8b-1 to 270.8c-1,
in the rules under section 30 (a) or (b)
of the act or in the forms for registration
statements and reports pursuant to sec-
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tion 8 or 30 (a) or (b) of the act, shall
have the respective meanings indicated
in this section:

Amount. The term "amount", when
used in regard to securities, means the
principal amount if relating to evidences
of indebtedness, the number of shares if
relating to shares, and the number of
units if relating to any other kind of
security.

Certified. The term "certified", when
used in regard to financial statements,
means certified by an independent public
or independent certified public account-
ant or accountants.

Charter. The term "charter" includes
articles of incorporation, declaration of
trust, articles of association or partner-
ship, or any similar instrument, as
amended, effecting (either with or with-
out filing with any governmental agency)
the organization or creation of an in-
corporated or unincorporated person.

Employee. The term "employee" does
not include a director, trustee, officer or
member of the advisory board.

Fiscal year. The term "fiscal year"
means the annual accounting period or,
if no closing date has been adopted, the
calendar year ending on December 31.

Investment income. The term "in-
vestment income" means the aggregate
of net operating income or loss from real
estate and gross income from interest,
dividends and all other sources, exclusive
of profit or loss on sales of securities or
other properties.

Material. The term "material", when
used to qualify a requirement for the
furnishing of information as to any sub-
ject, limits the information required to
those matters as to which an average
prudent investor ought reasonably to be
informed before buying or selling any
security of the particular company.

Parent. A "parent" of a specified per-
son is an affiliated person who controls
the specified person directly or indirectly
through one or more intermediaries.

Prevzousty filed or reported. The
terms "previously filed" and "previously
reported" mean previously filed with, or
reported in, a registration statement
filed under section 8 of the act or under
the Securities Act of 1933, a report filed
under section 30 of the act or section 13
or 15 (d) of the Securities Exchange Act
of 1934, a definitive proxy statement filed
under section 20 of the act or section 14
of the Securities Exchange Act of 1934,

or a prospectus filed under the Securi-
ties Act of 1933; provided, that informa-
tion contained in any such document
shall be deemed to have been previously
filed with, or reported to, an exchange
only if such document is filed with such
exchange.

Share. The term "share" means a
share of stock in a corporation or unit
of interest in an unincorporated person.

Significant subsidiary. The term "sig-
nificant subsidiary" means a subsidiary
meeting any one of the following condi-
tions:

(1) The value of the investments in
and advances to the subsidiary by Its
parent and the parent's other subsid-
iaries, if any exceed 10 percent of the
value of the assets of the parent or, if a
consolidated balance sheet is fied, the
value of the assets of the parent and its
consolidated subsidiaries.

(2) The total investment income of
the subsidiary or, in the case of a non-
investment company subsidiary, the net
income exceeds 10 percent of the total
investment income of the parent or, if
consolidated statements are filed. 10 per-
cent of the total investment income of
the parent and its consolidated sub-
sidiaries.

(3) The subsidiary is the parent of one
or more suosidiaries and, together with
such subsidiaries would, if considered in
the aggregate, constitute a significant
subsidiary.

Subsidiary. A "subsidiary" of a speci-
fied person is an affiliated person who is
controlled bv the specified person.
directly or indirectly, through one or
more intermediaries.

Totally-held subsidiary. The term
"totally-held subsidiary" means a sub-
sidiary (1) substantially all of whose
outstanding securities are owned by its
parent and/or the parent's other totally-
held subsidiaries, and (2) which is not
indebted to any person other than its
parent and/or the parent's other totally-
held subsidiaries in an amount which is
material in relation to the particular
subsidiary, excepting indebtedness in-
curred in the ordinary course of business
which is not over-due and which matures
within one year from the date of its
creation, whether evidenced by securities
or not.
118 F.R. 8575, Dec. 19, 1953, as amended at
19 F.R. 2779, May 14, 1954]
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§ 270.8b-3 Title of securities.
Wherever the title of securities is re-

quired to be stated, there shall be given
such information as will indicate the type
and general character of the securities,
including the following:

(a) In the case of shares, the par or
stated value, if any; the rate of dividends.
if fixed, and whether cumulative or non-
cumulative; a brief indication of the
preference, if any; and if convertible, a
statement to that effect.

(b) In the case of funded debt, the
rate of interest; the date of maturity, or
if the issue matures serially, a brief in-
dication of the serial maturities, such
as "maturing serially from 1950 to
1960"; if the payment of principal or in-
terest is contingent, an appropriate in-
dication of such contingency; a brief in-
dication of the priority of the issue; and
if convertible, a statement to that effect.

(c) In the case of any other kind of
security, appropriate information of
comparable character.
118 P. R. 8575, Dec. 19, 19531

§ 270.8b-4 Interpretation of require-

ments.

Unless the context clearly shows other-
wise:

(a) The forms require information
only as to the company filing the regis-
tration statement or report.

(b) Whenever any fixed period of time
in the past is indicated, such period shall
be computed from the date of filing.

(c) Whenever words relate to the fu-
ture, they have reference solely to pres-
ent intention.

(d) Any words indicating the holder
of a position or office include persons, by
whatever titles designated, whose duties
are t.ose ordinarily performed by hold-
ers of such positions or offices.
[18 F. R. 8575, Dec. 18, 19531

§ 270.8b-5 Time of filing original regis-
tration statement.

An investment company shall file a
registration statement with the Commis-
sion on the appropriate form within
three months after the filing of notifi-
cation of registration under section 8(a)
of the act, provided that if the fiscal year
of the company ends within the three
months period, its registration statement

may be filed within three months after
the end of such fiscal year.
[ 19 F.R. 2779, May 14, 1954]

§ 270.8b-10 Requirements as to proper
form.

Every registration statement or report
shall be prepared in accordance with the
form prescribed therefor by the Commis-
sion, as in effect on the date of filing.
Any such statement or report shall be
deemed to be filed on the proper form
unless objection to the form is made by
the Commission within thirty days after
the date of filing.
[18 P.R. 8576, Dec. 19, 1953]

§ 270.8b-11 Number of copies; signa-
tures; binding.

(a) Three complete copies of each reg-
istration statement or report, including
exhibits and all other papers and docu-
ments filed as a part thereof, shall be
filed with the Commission.

(b) At least one copy of the registra-
tion statement or report shall be manu-
ally signed in the manner prescribed by
the appropriate form. If the registration
statement or report is typewritten, one of
the signed copies filed with the Commis-
sion shall be the original "ribbon" copy.
Unsigned copies shall be conformed. If
the signature of any person is affixed
pursuant to a power of attorney or other
similar authority, a copy of such power
of attorney or other authority shall also
be filed with the registration statement
or report.

(c) Each copy of a registration state-
ment or report filed with the Commis-
sion shall be bound in one or more parts.
without stiff covers. The bindings shall
be made on the left-hand side and in
such manner as to leave the reading
matter legible.
[18 F. R. 8576, Dec. 19, 19531

§ 270.8b-12 Requirements as to paper,
printing and language.

(a) Registration statements and re-
ports shall be filed on good quality un-
glazed, white paper, 81 2 x 13 inches in
size, insofar as practicable. However,
tables, charts, maps, and financial state-
ments may be on larger paper if folded to
that size.

(b) The registration statement or re-
port and, insofar as practicable, all pa-
pers and documents filed as a part
thereof, shall be printed, lithographed,
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mimeographed, or typewritten. How-
ever, the registration statement or re-
port or any portion thereof may be pre-
pared by any similar process which, in
the opinion of the Commission, produces
copies suitable for a permanent record.
Irrespective of the process used, all
copies of any such material shall be
clear, easily readable and suitable for
repeated photo-copying. Debits in
credit categories and credits in debit
categories shall be designated so as to
be clearly distinguishable as such on
photocopies.

(c) The body of all printed registra-
tion statements and reports shall be in
roman type at least as large as ten-
point modern type. However, to the
extent necessary for convenient presen-
tation, financial statements and other
statistical or tabular data and the notes
thereto may be in roman type at least
as large as eight-point modern type. All
type shall be leaded at least two points.

(d) Registration statements and re-
ports shall be in the English language
If any exhibit or other paper or docu-
ment filed with a registration statement
or report is in a foreign language, it
shall be accompanied by a translation
into the English language.
[18 F. R. 8576, Dec. 19. 19531

§ 270.8b-13 Preparation of registration
statement or report.

The registration statement or report
shall contain the numbers and captions
of all items of the appropriate form, but
the text of the items may be omitted
provided the answers thereto are so pre-
pared as to indicate to the reader the
coverage of the items without the neces-
sity of his referring to the text of the
items or instructions thereto. However,
where any item requires information to
be given in tabular form, it shall be given
in substantially the tabular form speci-
fied in the item. All instructions,
whether appearing under the items of
the form or elsewhere therein, are to be
omitted from the registration statement
or report. Unless expressly provided
otherwise, if any item is inapplicable or
the answer thereto is in the negative, an
appropriate statement to that effect
shall be made.
[18 F.R. 8576, Dec. 19,1953]

§ 270.8b-14 Riders; inserts.

Riders shall not be used. If the reg-
istration statement or report is typed

on a printed form, and the space provided
for the answer to any given item is
insufficient, reference shall be made in
such space to a full insert page or pages
on which the item number and caption
and the complete answer are given.
[18 F.R. 8576, Dec. 19, 1953]

§ 270.8b-15 Amendments.
All amendments shall be filed under

cover of the facing sheet of the appro-
priate form, shall be clearly identified
as amendments, and shall comply with
all pertinent requirements applicable to
registration statements and reports.
Amendments shall be filed separately for
each separate registration or report
amended.
[18 F.R. 8576, Dec. 19, 1953]

§ 270.8b-20 Additional information.
In addition to the information ex-

pressly required to be included in a
registration statement or report, there
shall be added such further material
information, if any, as may be necessary
to make the required statements, in the
light of the circumstances under which
they are made, not misleading.
[18 F.R. 8576, Dec. 19,19531

§ 280.8b-21 Information unknown or
not available.

Information required need be given
only insofar as it is known or reasonably
available to the registrant. If any re-
quired information is unknown and not
reasonably available to the registrant,
either because the obtaining thereof
would involve unreasonable effort or ex-
pense, or because it rests peculiarly with-
in the knowledge of another person not
affiliated with the registrant, the infor-
mation may be omitted subject to the fol-
lowing conditions:

(a) The registrant shall give such In-
formation on the subject as it possesses
or can acquire without unreasonable ef-
fort or expense, together with the
sources thereof.

(b) The registrant shall include a
statement either showing that unrea-
sonable effort or expense would be in-
volved or indicating the absence of any
affiliation with the person within whose
knowledge the information rests and
stating the result of a request made to
such person for the information.
[18 F. R. 8576, Dec. 19, 1953)
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§ 270.8b-22 Disclaimer of control.
If the existence of control is open to

reasonable doubt in any instance, the
registrant may disclaim the existence of
control and any admission thereof; in
such case, however, the registrant shall
state the material facts pertinent to the
possible existence of control.
[18 F.R. 8576, Dec. 19, 1953]

§ 270.8b-23 Incorporation by reference.

(a) Any registrant may incorporate
by reference, in answer or partial answer
to any item of a registration statement
or report, any information contained
elsewhere in the statement or report or
any information contained in any other
statement, report or prospectus filed
with the Commission pursuant to any
Act administered by it, provided that a
copy of such other statement, report or
prospectus is filed with each copy of the
registration statement or report in which
it is incorporated by reference. Matter
contained in an exhibit, however, may
be incorporated only to the extent per-
mitted by § 270.8b-24 (Rule N-8B-24).

(b) Any financial statement filed with
the Commission pursuant to any act ad-
ministered by the Commission may be
incorporated by reference in a registra-
tion statement or report, filed with the
Commission by the same or any other
person, if it substantially conforms to the
requirements of the form on which the
statement or report is filed.

(c) Material incorporated by refer-
ence shall be clearly identified in the
reference. An express statement that
the specified matter is incorporated by
reference shall be made at the particular
place in the registration statement or
r6port where the information is required.
Matter shall not be incorporated by
reference in any case where such incor-
poration would render the statement in-
complete. unclear or confusing.
[18 F.R. 8576, Dec. 19, 1953, as amended at
19 F.R. 2779, May 14, 1954]

§ 270.8b-24 Summaries or outlines of

documents.

Where an item requires a summary or
outline of the provisions of any docu-
ment, only a brief statement shall be
made, in succinct and condensed form,
as to the most important provisions of
the document. In addition to such

statement, the summary or outline may
incorporate by reference particular
items, sections, or paragraphs of any ex-
hibit and may be qualified in its entirety
by such reference. Matter contained in
an exhibit may be incorporated by ref-
erence in answer to an item only to the
extent permitted by this section.
[18 F.R. 8576, Dec. 19, 1953]

§ 270.8b-25 Extension of time for fur-
nishing information.

If it is impractical to furnish any re-
quired information, document or report
at the time it is required to be filed, there
may be filed with the Commission as a
separate document an application (a)
identifying the information, document
or report in question, (b) stating why
the filing thereof at the time required
is impracticable, and (c) requesting an
extension of time for filing the infor-
mation, document or report to a speci-
fied date not more than 60 days after
the date it would otherwise have to be
filed. The application shall be deemed'
granted unless the Commission, within
10 days after receipt thereof, shall enter
an order denying the application. Sec-
tion 270.0-5 (Rule N-5) shall not apply
to such applications.
[18 FP.R. 8576, Dec. 19,1953]

§ 270.8b-30 Additional exhibits.

A company may file such exhibits as it
may desire, in addition to those required
by the appropriate form. Such exhibits
shall be so marked as to indicate clearly
the subject matters to which they refer.
[18 F.R. 8576, Dec. 19,1953]
§ 270.8b-31 Omission of substantially

identical documents.

In any case where two or more inden-
tures, contracts, franchises, or other doc-
uments required to be filed as exhibits
are substantially identical in all mate-
rial respects except as to the parties
thereto, the dates of execution, or other
details, copies of only one of such docu-
ments need be filed, with a schedule
identifying the other documents omitted
and setting forth the material details in
which such documents differ from the
documents filed. The Commission may
at any time in its discretion require the
filing of copies of any documents so
omitted.
[18 P.R. 8576, Dec. 19, 1953]
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§ 270.8b-32 Incorporation of exhibits
by reference.

(a) Any document or part thereof
filed with the Commission pursuant to
any act administered by the Commission
may be incorporated by reference as an
exhibit to any registration statement or
report filed with the Commission by the
same or any other person.

(b) If any modification has occurred
in the text of any document incorporated
by reference since the filing thereof, a
statement containing the text of such
modification and the date thereof shall
be filed with the reference.
118 F. R. 8576. Dec. 19. 19531

§ 270.10f-1 Conditional exemption of
certain underwriting transactions.

Any purchase or other acquisition by a
registered management company acting,
pursuant to a written agreement, as an
underwriter of securities of an issuer
which is not an investment company
shall be exempt from the provisions of
section 10(f) (54 Stat. 806; 15 U.S.C.
80a-10) upon the following conditions;

(a) The party to such agreement other
than such registered company is a prin-
cipal underwriter of such securities,
which principal underwriter (1) is a
person primarily engaged in the business
of underwriting and distributing securi-
ties issued by other persons, selling secu-
rities to customers, or related activities,
whose gross income normally is derived
principally from such business or related
activities, and (2) does not control or is
not under common control with such
registered company.

(b) No public offering of the securi-
ties underwritten by such agreement has
been made prior to the execution thereof.

(c) Such securities have been effec-
tively registered pursuant to the Securi-
ties Act of 1933 (48 Stat. 74; 15 U.S.C.
77a-aa) prior to the execution of such
agreement.

(d) In regard to any securities under-
written, whether or not purchased, by
the registered company pursuant to such
agreement, such company shall be al-
lowed a rate of gross commission, spread,
concession or other profit not less than
the amount allowed to such principal
underwriter, exclusive of any amounts
received by such principal underwriter as
a management fee from other principal
underwriters.

(e) Such agreement is authorized by
resolution adopted by a vote of not less
than a majority of the board of directors
of such registered company, none of
which majority is an affiliated person of
such principal underwriter, of the issuer
of the securities underwritten pursuant
to such agreement or of any person en-
gaged in a business described in para-
graph (a) (1) of this section.

(f) The resolution required in para-
graph (e) of this section shall state that
it has been adopted pursuant to this sec-
tion, and shall incorporate the terms of
the proposed agreement by attaching a
copy thereof as an exhibit or otherwise.

(g) A copy of the resolution required
in paragraph (e) of this section, signed
by each member of the board of directors
of the registered company who voted in
favor of its adoption, shall be transmitted
to the Commission not later than the
fifth day succeeding the date on which
such agreement is executed.
[Rule N-10F-1, 6 F.R. 1191, Feb. 28, 19411

§ 270.10f-2 Exercise of warrants or
rights received on portfolio securities.

Any purchase or other acquisition of
securities by a registered investment
company pursuant to the exercise of
warrants or rights to subscribe to or
to purchase securities shall be exempt
from the provisions of section 10(f)
(sec. 10(f), 54 Stat. 807; 15 U.S.C. 80a-
10) of the act, Provided, That the war-
rants or rights so exercised (a) were
offered or issued to such company as a
security holder on the same basis as all
other holders of the class or classes of
securities to whom such warrants or
rights were offered or issued, and (b)
do not exceed 5 percent of the total
amount of such warrants or rights so
issued.
[Rule N-10F-2, 9 FR. 339, Jan. 8, 1944

§ 270.10f-3 Exemption of acquisition
of securities during the existence of
underwriting syndicate.

Any purchase of securities by a regis-
tered investment company prohibited by
section 10(f) of the act shall be exempt
from the provisions of such section if
the following conditions are met:

(a) The securities to be purchased are
(1) part of an issue effectively registered
under the Securities Act of 1933 which
is being offered to the public; (2) pur-
chased at not more than the public of-
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fering price prior to the end of the first
full business day after the first date on
which the registered issue is offered to
the public, if not offered for subscription
upon exercise of rights or, if so offered,
purchased on or before the fourth day
preceding the day on which the rights'
offering terminates; and (3) offered pur-
suant to an underwriting agreement un-
der which the underwriters are com-
mitted to purchase all of the registered
securities being offered, except those
purchased by others pursuant to a rights'
offering, if the underwriters purchase
any thereof.

(b) The gross commission, spread or
profit to the principal underwriters (ex-
cluding, in-the case of a rights' offer-
ing, any profits or losses resulting from
purchases or sales by the underwriters
of rights or securities during or after the
rights period) shall not exceed: (1) 7.0
percent of the public offering price if the
security to be purchased is a common
stock; (2) 3.50 percent 3f the public of-
fering price if the security to be pur-
chased is a preferred stock, whether or
not convertible into common stock; (3)
2.50 percent of the public offering price
if the security to be purchased is a sub-
ordinated debenture, or a bond or de-
benture convertible into common stock
or having common stock purchase war-
rants attached; or (4) 1.50 percenG of
the public offering price in respect of any
other security to be purchased.

(c) The issuer of the securities to be
purchased shall have been in continuous
operation for not less than three years,
including the operations of any
predecessors.

(d) The amount of securities of any
class of such registered issue to be pur-
chased by the registered investment com-
pany or by two or more investment com-
panies having the same investment ad-
viser, shall not exceed 3 percent of the
amount of the offering of such class.

(e) The consideration to be paid by
the registered investment company in
purchasing the securities being offered
shall not exceed 3 percent of the total
assets of such registered investment com-
pany, provided that if such consideration
shall exceed $1,000,000, it shall not ex-
ceed 1 percent of such company's total
assets.

(f) Such registered investment com-
pany does not purchase the securities

being offered directly or indirectly from
an officer, director, member of an ad-
visory board, investment adviser or em-
ployee of such registered investment
company or from a person of which any
such officer, director, member of an ad-
visory board, investment adviser or em-
ployee is an affiliated person. A purchase
from a syndicate manager shall not be
deemed to be a purchase from a specific
underwriter so long as that underwriter
does not benefit directly or indirectly
from the transaction.

(g) The purchase of the securities be-
ing offered shall have been authorized
or approved by a resolution of the board
of directors of the registered investment
company, or of an executive, investment,
or similar committee composed of at
least three members of such board, or
of a similar committee of the registered
investment company's investment ad-
viser provided that there is no affiliation
direct or indirect between such invest-
ment adviser or any of its partners, em-
ployees, or stockholders and any prin-
cipal underwriter of the issue being of-
fered, which resolution shall state that in
the judgment of the board or commit-
tee, the purchase of securities proposed
will meet all the requirements of para-
graphs (a) to (f) of this section, and
which authorization or approval shall
have been supported by the vote (at a
meeting or by written consent given with-
out a meeting) of not less than a major-
ity (consisting of at least three persons)
of the members of the board of directors
or of the committee who were not affili-
ated persons of any principal under-
writer of the issue offered.

(h) A statement of the transaction
clearly indicating compliance with this
section shall be filed with the Commis-
sion within thirty days after consumma-
tion thereof.
123 F. R. 9549, Dec. 10, 1958]

§ 2 7 0 .13a-1 Exemption for change of
status by temporarily diversified
company.

A change of its subclassification by a
registered management company from
that of a diversified company to that of
a nondiversified company shall be
exempt from the provisions of section
13(a)(1) of the act (54 Stat. 811; 15
U.S.C. 80a-13), if such change occurs
under the following circumstances:
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(a) Such company was a nondiversi-
fled company at the time of its regis-
tration pursuant to section 8(a) (54 Stat.
803; 15 U.S.C. 80a-8), or thereafter
legally became a nondiversified com-
pany.

(b) After its registration and within 3
years prior to such change, such com-
pany became a diversified company.

(c) At the time such company became
a diversified company, its registration
statement filed pursuant to section 8(b)
(54 Stat. 803; 15 U.S.C. 80a-8), as sup-
plemented and modified by any amend-
ments and reports theretofore filed, did
not state that the registrant proposed
to become a diversified company.
[Rule N-13A-1, 6 P.R. 3967, Aug. 8, 1941]

§ 270.14a-1 Use of notification pursuant
to regulation E under the Securities
Act of 1933.

For the purposes of section 14(a)(3)
of the Act, registration of securities
under the Securities Act of 1933 by a
small business investment company op-
erating under the Small Business Invest-
ment Act of 1958 shall be deemed to in-
clude the filing of a notification under
Rule 604 of Regulation E promulgated
under said Act if provision is made in
connection with such notification which
in the opinion of the Commission ade-
quately insures (a) that after the effec-
tive date of such notification such
company will not issue any security or
receive any proceeds of any subscription
for any security until firm agreements
have been made with such company by
not more than twenty-five responsible
persons to purchase from it securities
to be issued by it for an aggregate net
amount which plus the then net worth
of the company, if any, will equal at least
$100,000; (b) that said aggregate net
amount will be paid into such company
before any subscriptions for such securi-
ties will be accepted from any persons
in excess of twenty-five; (c) that ar-
rangements will be made whereby any
proceeds so paid in, as well as any sales
load, will be refunded to any subscriber
on demand without any deduction, in the
event that the net proceeds so received by
the company do not result in the com-
pany having a net worth of at least
$100,000 within ninety days after such
notification becomes effective.
[25 P.R. 3512, Apr. 22, 1960]

§ 270.15a-1 Exemption from stock-
holders' approval of certain small
investment advisory contracts.

An investment adviser of a registered
investment company shall be exempt
from the requirement of sections 15(a)
and 15(e) of the act (54 Stat. 812; 15
U.S.C. 80a-15) that the written contract
pursuant to which he acts shall have
been approved by the vote of a majority
of the outstanding voting securities of
such company, if the following condi-
tions are met:

(a) Such investment adviser is not an
affiliated person of such company (ex-
cept as investment adviser) nor of any
principal underwriter for such company.

(b) His compensation as investment
adviser of such company in any fiscal
year of the company during which any
such contract is in effect either (1) is
not more than $100 or (2) is not more
than $2,500 and not more than 1/40 of
1 percent of the value of the company's
net assets averaged over the year or
taken as of a definite date or dates within
the year.

(c) The aggregate compensation of all
investment advisers of such company ex-
empted pursuant to this section in any
fiscal year of the company either (1) is
not more than $200 or (2) is not more
than 1/20 of 1 percent of the value of the
company's net assets averaged over the
year or taken as of a definite date or
dates within the year.
[Rule N-15A-1, 6 F.R. 2275, Jan. 8, 1944]

§ 270.17a-1 Exemption of certain un-
derwriting transactions exempted by
§ 270.10f-1.

Any transaction exempted pursuant to
§ 270.10f-1 shall be exempt from the pro-
visions of section 17(a) (1) of the act (54
Stat. 815; 15 U.S.C. 80a-17).
[Rule N-17A-1, 6 P.R. 1191, Feb. 28, 1941]

§ 270.17a-2 Exemption of certain pur-
chase, sale or borrowing transactions.

Purchase, sale or borrowing transac-
tions occurring in the usual course of
business between affiliated persons of
registered investment companies shall be
exempt from section 17(a) of the act pro-
vided (a) the transactions involve notes,
drafts, time payment contracts, bills of
exchange, acceptance or other property
of a commercial character rather than of
an investment character; (b) the buyer
or lender is a bank; and (c) the seller or

§ 270. 17a-2
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borrower is a bank or is engaged princi-
pally in the business of installment fi-
nancing.
[Rule N-17A-2, 12 F.R. 5008, July 29, 1947]

§ 270.17a- 3  Exemption of transactions

with fully owned subsidiaries.

(a) The following transactions shall
be exempt from section 17(a) of the act:

(1) Transactions solely between a reg-
istered investment company and one or
more of its fully owned subsidiaries or
solely between two or more fully owned
subsidiaries of such company.

(2) Transactions solely between any
subsidiary of a registered investment
company and one or more fully owned
subsidiaries of such subsidiary or solely
between two or more fully owned subsid-
iaries of such subsidiary.

(b) The term "fully owned subsidi-
ary" as used in this section, means a
subsidiary (1) all of whose outstanding
securities, other than directors' qualify-
ing shares, are owned by its parent and/
or the parent's other fully owned sub-
sidiaries, and (2) which is not indebted
to any person other than its parent and/
or the parent's other fully owned sub-
sidiaries in an amount which is material
in relation to the particular subsidiary,
excepting (i) indebtedness incurred in
the ordinary course of business which is
not overdue and which matures within
one year from the date of its creation,
whether evidenced by securities or not,
and (ii) any other indebtedness to one
or more banks or insurance companies.
[Rule N-17A-3, 12 F.R. 3442, May 28, 19471

§ 270.17a-4 Exemption of transactions
pirsuantll to certain contracts.

Transactions pursuant to a contract
shall be exempt from section 17(a) of the
act if at the time of the making of the
contract and for a period of at least six
months prior thereto no affiliation or
other relationship existed which would
operate to make such contract or the
subsequent performance thereof subject
to the provisions of said section 17(a).
[Rule N-17A-4, 12 F.R. 5008, July 29, 19471

§ 2 7 0. 1 7a- 5  Pro rata distribution
neith~er "sale" nor "purchase."

When a company makes a pro rata
distribution in cash or in kind among its
common stockholders without giving any
election to any stockholder as to the spe-
cific assets which such stockholder shall
receive, such distribution shall not be

deemed to involve a sale to or a purchase
from such distributing company as those
terms are used in section 17(a) of the act.
[20 F.R. 7447, Oct. 6, 1955]

§ 270.17a-6 Exenption of certain Ira,,,--
actiow; %ith affiliate., from the provi-
sions of paragrapis (I) anIla (3) of
section 17(a) of' the Invetinent
:OipIany Act of 19-10.

(a) The sale of any security or other
property to a registered investment con-
pany which is a small business invest-
ment company licensed under the Small
Business Investment Act of 1958 by an
affiliated small business concern, and
the borrowing of money or other prop-
erty from such an investment company
by the small business concern, which is
prohibited by paragraphs (1) and (3)
of section 17(a) of the Act solely be-
cause of an affiliation created through
the owning, holding., or controlltng with
power to vote, directly or indirectly, by
the investment company. of voting se-
curities of such concern, shall be exempt
from the provisions of said paragraphs.
The exemption provided by this rule
shall not be available if any person hav-
ing an affiliate, promoter or principal
underwriter relationship with the invest-
ment company also has a direct or in-
direct financial interest in the small
business concern. In determining com-
pliance with the preceding sentence. a
financial interest in the small business
concern shall be disregarded if it repre-
sents solely an interest: (1) By a wholly
owned subsidiary of the investment com-
pany; (2) in fees paid for services as
a director of the small business concern;
(3) based solely upon ownership of se-
eurities of the investtment conyipany: or
(4) excepted from the requirements of
paragraph (d) (3) of § 270 17d-1.

(b) The pertinent details of each
tiansaction for which exemption is
claimed pursuant to paragraph (a) of
this section shall be reported in writing
by the investment company to (1) its
stockholders in its annual report to
stockholders which report shall cover all
such transactions during the preceding
12-month period, and (2) the Commis-
sion within 30 days after the end of
each semiannual accounting period of
the investment company which report
shall cover all such transactions during
the preceding six-month period.

[26 F.R. 11240, Nov. 29, 19611

§ 270. 17a-3 § 270. 17a-6
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§ 270.17d-1 Applications regarding
joint enterprises or arrangements
and certain profit-sharing plans.

(a) No affiliated person of or princi-
pal underwriter for any registered in-
vestment company (other than a com-
pany of the character described in sec-
tion 12(d) (3) (A) and (B) of the act)
and no affiliated person of such a person
or principal underwriter, acting as prin-
cipal, shall participate in, or effect any
transaction in connection with, any joint
enterprise or other joint arrangement or
profit-sharing plan in which any such
registered company, or a company con-
trolled by such registered company, is a
participant, and which is entered into,
adopted or modified subsequent to the
effective date of this rule, unless an ap-
plication regarding such joint enter-
prise, arrangement or profit-sharing
plan has been filed with the Commission
and has been granted by an order en-
tered prior to the submission of such
plan or modification to security holders
for approval, or prior to such adoption or
modification if not so submitted, except
that the provisions of this rule shall not
preclude any affiliated person from act-
ing as manager of any underwriting syn-
dicate or other group in which such
registered or controlled company is a
participant and receiving compensation
therefor.

(b) In passing upon such applications,
the Commission will consider whether
the participation of such registered or
controlled company in such joint enter-
prise, joint arrangement or profit-shar-
ing plan on the basis proposed is con-
sistent with the provisions, policies and
purposes of the act and the extent to
which such participation is on a basis
different from or less advantageous than
that of other participants.

(c) "Joint enterprise or other joint
arrangement or profit-sharing plan" as
used in this section shall mean any writ-
ten or oral plan, contract, authoriza-
tion or arrangement, or any practice or
understanding concerning an enterprise
or undertaking whereby a registered in-
vestment company or a controlled com-
pany thereof and any affiliated person of
or a principal underwriter for such regis-
tered investment company, or any af-
filiated person of such a person or princi-
pal underwriter, have a joint or a joint
and several participation, or share in the
profits of such enterprise or undertak-

ing, but shall not include an investment
advisory contract subject to section 15 of
the act.

(d) Notwithstandirg the requirements
of paragraph (a) of this section, no ap-
plication need be filed pursuant to this
section with respect to any of the fol-
lowing:

(1) Any profit-sharing plan provided
by any controlled company which is not
an investment company for its officers or
employees, provided no affiliated person
of any investment company which is an
affiliated person of such controlled com-
pany participates therein.

(2) Any plan provided by any regis-
tered investment company or any con-
trolled company for its officers or em-
ployees if such plan has been qualified
under section 401 of the Internal Revenue
Code of 1954 and all contributions paid
under said plan by the employer qualify
as deductible under section 404 of said
Code.

(3) Any loan or advance of credit to,
or acquisition of securities or other prop-
erty of, a small business concern, or any
agreement to do any of the foregoing
("Investments"), made by a bank and a
small business investment company
(SBIC) licensed under the Small Busi-
ness Investment Act of 1958, whether
such transactions are contemporaneous
or separated in time, where the bank is
an affiliated person of either (i) the
$BIC or (ii an affiliated person of the
SBIC; but reports containing pertinent
details as to Investments and transac-
tions relating thereto shall be made at
such time, on such forms and by such
persons as the Commission may from
time to time prescribe.
[22 F.R. 426, Jan. 23, 1957, as amended at
26 P.R. 11240, Nov. 29, 19611

§ 270.17d-2 Form for report by small
basines., investment company and
alliliated bank.

Form N-17D-1 is hereby prescribed as
the form for reports required by para-
graph (d) (3) of § 270.17d-1.
[26 F.R. 11240, Nov. 29, 19611

§ 2 7 0.1 7 e-1 Remuneration permitted
affiliated persons of registered in-
vestment companies acting as brokers
in over-the-counter transactions.

The commission fee or other remuner-
ation from any source of any person sub-

§ 270.17e-1
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ject to section 17(e) of the Investment
Company Act of 1940 (54 Stat. 816; 15
U.S.C. 80a-17) for acting as broker in
connection with any sale referred to in
paragraph (2) (c) thereof may exceed 1
percent of the sale price of the securities
sold if such remuneration does not ex-
ceed:

(a) In the case of securities which are
listed or admitted to unlisted trading
privileges on one or more national se-
curities exchanges, the lowest broker's
commission which any exchange upon
which the securities are traded fixes as a
minimum for effecting such a transaction
on such exchange, or

(b) In the case of securities which are
not listed or admitted to unlisted trading
privileges on any national securities ex-
change, the lowest broker's commission
which is fixed as a minimum for effect-
ing a transaction in listed securities of a
similar type, of any equal number of units
and at the same price on any national se-
curities exchange located in the same city
as the principal office of the broker, or
if there is no such exchange located in
that city, then on any national securi-
ties exchange located in the nearest city
where a national securities exchange is
located: Provided, That where a broker
represents both purchaser and seller in
the same transaction, the remuneration
shall not be greater than the minimum
commission prescribed by the appro-
priate exchange for either a purchase or
a sale.
[Rule N-17E-1, 7 F.R. 5209. July 9, 1942]

§ 270.17f-1 Custody of securities with
members of national securities ex-
changes.

(a) No registered management invest-
ment company shall place or maintain
any of its securities or similar invest-
ments in the custody of a company which
is a member of a national securities ex-
change as defined in the Securities Ex-
change Act of 1934 (whether or not such
company trades in securities for its own
account) except pursuant to a written
contract which shall have been approved,
or if executed before January 1, 1941,
shall have been ratified not later than
that date, by a majority of the board of
directors of such investment company.

(b) The contract shall require, and
the securities and investments shall be
maintained in accordance with the fol-
lowing:

(1) The securities and similar invest-
ments held in such custody shall at all
times be individually segregated from
the securities and investments of any
other person and marked in such man-
ner as to clearly identify them as the
property of such registered management
company, both upon physical inspection
thereof and upon examination of the
books of the custodian. The physical
segregation and marking of such securi-
ties and investments may be accom-
plished by putting them in sepaxate con-
tainers bearing the name of such regis-
tered management investment company
or by attaching tags or labels to such
securities and investments.

(2) The custodian shall have no power
or authority to assign, hypothecate,
pledge or otherwise to dispose of any
such securities and investments, except
pursuant to the direction of such regis-
tered management company and only
for the account of such registered invest-
ment company.

(3) Such securities and investments
shall be subject to no lien or charge of
any kind in favor of the custodian or
any persons claiming through the cus-
todian.

(4) Such securities and investment
shall be verified by actual examination
at the end of each annual and semi-
annual fiscal period by an independent
public accountant retained by the regis-
tered management investment company,
and shall be examined by such account-
ant at least one other time, chosen by
him, during the fiscal year. Certificates
of such independent public accountant
stating that he has made an examina-
tion of such securities and investments,
and describing the nature of the exami-
nation, shall be transmitted to the Com-
mission promptly after each such exami-
nation.

(5) Such securities and investments
shall, at all times, be subject to inspec-
tion by the Commission through its em-
ployees or agents.

(6) The provisions of subparagraph
(1), (2) and (3) of this paragraph shall
not apply to securities and similar in-
vestment company for or sold to such
investment company by the company
which is custodian until the securities
have been reduced to the physical pos-
session of the custodian and have been
paid for by such investment company:
Provided, That the company which is
custodian shall take possession of such

§ 270. 17f- I



Title 17--Commodity and Securities Exchanges

securities at the earliest practicable time.
Nothing in this subparagraph shall be
construed to relieve any company which
is a member of a national securities ex-
change of any obligation under existing
law or under the rules of any national
securities exchange.

(c) A copy of any contract executed
or ratified pursuant to paragraph (a)
shall be transmitted to the Commission
promptly after execution or ratification
unless it has been previously transmitted.

(d) Any contract executed or ratified
pursuant to paragraph (a) shall be rati-
fied by the board of directors of the reg-
istered management investment com-
pany at least annually thereafter.
[Rule N-17F-1, 5 P.R. 4317, Oct. 31, 1940]

§ 270.17f-2 Custody of investments by
registered management investment
company.

(a) The securities and similar invest-
ments of a registered management in-
vestment company may be maintained
in the custody of such company only in
accordance with the provisions of this
section. Investments maintained by
such a company with a bank or other
company whose functions and physical
facilities are supervised by Federal or
State authority under any arrangement
whereunder the directors, officers, em-
ployees or agents of such company are
authorized or permitted to withdraw
such investments upon their mere re-
ceipt, are deemed to be In the custody
of such company and may be so main-
tained only upon compliance with the
provisions of this section.

(b) Except as provided in paragraph
(c) of this section, all such securities
and similar investments shall be depos-
ited in the safekeeping of, or in a vault
or other depository maintained by, a
bank or other company whose functions
and physical facilities are supervised by
Federal or State authority. Investments
so deposited shall be physically segre-
gated at all times from those of any other
person and shall be withdrawn only in
connection with transactions of the
character described in paragraph (c) of
this section.

(c) The first sentence of paragraph
(b) of this section shall not apply to se-
curities on loan which are collateralized
to the extent of their full market value,
or to securities hypothecated, pledged, or
placed in escrow for the account of such
investment company in connection with

a loan or other transaction authorized
by specific resolution of its board of di-
rectors, or to securities in transit in con-
nection with the sale, exchange, redemp-
tion, maturity or conversion, the exer-
cise of warrants or rights, assents to
changes in terms of the securities, or
other transactions necessary or appro-
priate in the ordinary course of business
relating to the management of securi-
ties.

(d) Except as otherwise provided by
law, no person shall be authorized or
permitted to have access to the securities
and similar investments deposited in ac-
cordance with paragraph (b) of this
section except pursuant to a resolution of
the board of directors of such investment
company. Each such resolution shall
designate not more than five persons who
shall be either officers or responsible em-
ployees of such company and shall pro-
vide that access to such investments shall
be had only by two or more such persons
jointly, at least one of whom shall be an
officer; except that access to such invest-
ments shall be permitted (1) to properly
authorized officers and employees of the
bank or other company in whose safe-
keeping the investments are placed and
(2) for the purpose of paragraph (f) of
this section to the independent public
accountant jointly with any two persons
so designated or with such officer or em>
ployee of such bank or such other com-
pany. Such investments shall at all
times be subject to inspection by the
Commission through its authorized em-
ployees or agents accompanied, unless
otherwise directed by order of the Com-
mission, by one or more of the persons
designated pursuant to this paragraph.

(e) Each person when depositing such
securities or similar investments in or
withdrawing them from the depository or
when ordering their withdrawal and de-
livery from the safekeeping of the bank
or other company, shall sign a notation
in respect of such deposit, withdrawal or
order which shall show (1) the date and
time of the deposit, withdrawal or order,
(2) the title and amount of the securities
or other investments deposited, with-
drawn or ordered to be withdrawn, and
an identification thereof by certificate
numbers or otherwise, (3) the manner of
acquisition of the securities or similar
investments deposited or the purpose for
which they have been withdrawn, or
ordered to be withdrawn, and (4) if with-
drawn and delivered to another person

§ 270. 17f- 2 § 270. 17f- 2
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the name of such person. Such notation
shall be transmitted promptly to an
officer or director of the investment com-
pany designated by its board of directors
who shall not be a person designated for
the purpose of paragraph (d) of this
section. Such notation shall be on seri-
ally numbered forms and shall be pre-
served for at least one year.

(f) Such securities and similar invest-
ments shall be verified by complete ex-
amination by an independent public ac-
countant retained by the investment
company at least three times during each
fiscal year, at least two of which shall be
chosen by such accountant without prior
notice to such company. A certificate of
such accountant, stating that he has
made an examination of such securities
and investments and describing the na-
ture and extent of the examination shall
be transmitted to the Commission by
the accountant promptly after each such
examination.'
IRule N-17F-2, 12 F.R. 6717, Oct. 11, 19471

§ 270.1 7 g-l Bonding of officers and
employees of registered management
investment conpanies.

(a) Each registered management in-
vestment company shall provide and
maintain a bond issued by a reputable
fidelity insurance company, authorized
to do business in the place where the
bond is issued, against larceny and em-
bezzlement, covering each officer and
employee of the investment company,
who may singly, or jointly with others,
have access to securities or funds of the
company, either directly or through au-
thority to draw upon such funds or to
direct generally the disposition of such
securities. Such bond may be in the
form of an individual bond for each such
person or a schedule or blanket bond cov-
ering all such persons.

(b) Each such bond shall be in such
reasonable amount as a majority of the
board of directors of the investment
company who are not such officers and
employees thereof shall determine with
due consideration to the value of the

I An opinion of the Commission's Chief
Accountant dealing with the nature and
scope of the examination required by this
section and Rule N-17F-1 (§ 270.17f-1) is set
forth in IC Release No. 279 (see Accounting
Release No. 27 in tabulation, Part 211 of this
chapter).

aggregate assets oI such company to
which any such officer or employee may
have access. Notwithstanding any such
determination the Commission may in
any case, by order after appropriate
notice and opportunity for hearing, pre-
scribe minimum reasonable amounts, in-
cluding the type, form and coverage, of
a bond or bonds for each such officer
and employee or each class of such
officers and employees.

(c) A copy of the resolution of the
board of directors of the investment
company determining the amount, type,
form and coverage of each such bond
and a copy of the bond shall be filed
with the Commission within 10 days
after the execution of each bond to-
gether with a statement by an officer
of the company as to the period for
which the premiums for such bond have
been paid. Each company shall notify
the Commission immediately upon can-
cellation or termination of each such
bond unless contemporaneously with or
prior to such cancellation or termina-
tion a new bond or bonds have been
provided and are effective.

(d) Where the investment company is
an unincorporated company managed
by a depositor or investment adviser, the
terms "officer" and "employee" shall in-
clude, for the purposes of this section
the depositor or investment adviser and
its officers and employees.
IRule N-17G-1, 12 F.R. 6717, Oct. 11, 1947,
as amended at 16 F.R. 499, Jan. 19, 19511

§ 270.18c-I Exemption of privately
held indebtedness.

The issuance or sale of more than one
class of senior securities representing
indebtedness by a small business invest-
ment company, licensed under the Small
Business Investment Act of 1958, shall
not be prohibited by section 18(c) so long
as such small business investment com-
pany does not have outstanding any
publicly held indebtedness, and all
securities of any such class are (a) pri-
vately held by the Small Business Ad-
ministration, or banks, insurance com-
panies or other institutional investors,
(b) not intended to be publicly distrib-
uted, and (c) not convertible into. ex-
changeable for, or accompanied by any
option to acquire, any equity security.

126 F.R. 11240, Nov. 29, 19611
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§ 270.19-1 Written statement to accom-
pany dividend payments by manage-
ment companies.

(a) Every written statement made
pursuant to section 19 by or on behalf of
a management company shall be made
on a separate paper and shall clearly
indicate what portion of the payment per
share is made from the following sources:

(1) Net income for the current or pre-
ceding fiscal year, or accumulated un-
distributed net income, or both, not in-
cluding in either case profits or losses
from the sale of securities or other prop-
erties.

(2) Accumulated undistributed net
profits from the sale of securities or
other properties (except that an open-
end company may treat as a separate
source its net profits from such sales dur-
ing its current fiscal year).

(3) Paid-in surplus or other capital
source.

To the extent that a payment is
properly designated as being made from
a source specified in subparagraph (1)
or (2), it need not be designated as hav-
ing been made from a source specified
in this subparagraph.

(b) If the payment is made in whole
or in part from a source specified in para-
graph (a) (2) the written statement shall
indicate, after giving effect to the part
of such payment so specified, the deficit,
if any, in the aggregate of (1) accumu-
lated undistributed realized profits less
losses on the sale of securities or other
properties and (2) the net unrealized ap-
preciation or depreciation of portfolio
securities, all as of a date reasonably
close to the end of the period as of which
the dividend is paid. Any statement
made pursuant to the preceding sentence
shall specify the amount, if any, of such
deficit which represents unrealized de-
preciation of portfolio securities.

(c) Accumulated undistributed net in-
come and accumulated undistributed net
profits from the sale of securities or
other properties shall be determined, at
the option of the company, either (1)
from the date of the organization of the
company, (2) from the date of a reor-
ganization, as defined in clause (A) or
(B) of section 2(a) (32) of the act (54
Stat. 790; 15 U.S.C. 80a-2), (3) from
the date as of which a write-down of
portfolio securities was made in connec-
tion with a corporate readjustment, ap-
proved by stockholders, of the type

known as a "quasi-reorganization," or
(4) from January 1, 1925, to the close
of the period as of which the dividend is
paid, without giving effect to such pay-
ment.

(d) For the purpose of this section,
open-end companies which upon the
sale of their shares allocate to undis-
tributed income or other similar account
that portion of the consideration re-
ceived which represents the approximate
per share amount of undistributed net
income included in the sales price, and
make a corresponding deduction from
undistributed net income upon the pur-
chase or redemption of shares, need not
treat the amounts so allocated as paid-
in surplus or other capital source.

(e) For the purpose of this section, the
source or sources from which a dividend
is paid shall be determined (or reason-
ably estimated) to the close of the period
as of which it is paid without giving
effect to such payment. If any such
estimate is subsequently ascertained to
be inaccurate in a significant amount, a
correction thereof shall be made by a
written statement pursuant to section
19 or in the first report to stockholders
following discovery of the inaccuracy.

(f) Insofar as a written statement
made pursuant to section 19 relates to
a dividend on preferred stock paid for a
period of less than a year, a company
may elect to indicate only that portion
of the payment which is made from
sources specified in subparagraph (a)
(1), and need not specify the sources
from which the remainder was paid.
Every company which in any fiscal year
elects to make a statement pursuant to
the preceding sentence shall transmit to
the holders of such preferred stock, at a
date reasonably near the end of the last
dividend period in such fiscal year, a
statement meeting the requirements of
paragraph (a) on an annual basis.

(g) The purpose of this section, in the
light of which it shall be construed, is
to afford security holders adequate dis-
closure of the sources from which divi-
dend payments are made. Nothing in
this section shall be construed to prohibit
the inclusion in any written statement
of additional information in explanation
of the information required by this sec-
tion. Nothing in this section shall be
construed to permit a dividend payment
in violation of any State law or to pre-
vent compliance with any requirement

§ 270. 19-1 § 270. 19- 1
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of State law regarding dividends con-
sistent with this rule.
[Rule N-19-1, 6 FPR. 1114, Feb. 25, 1941]

CRoss REFERENCE: For interpretative re-
lease applicable to § 270.19-1, see No. 71 in
tabulation, Part 271 of this chapter.

§ 2 7 0.20a- Solicitation of proxies, con-
sents and authorizations.

(a) No person shall solicit or permit
the use of his name to solicit any proxy,
consent or authorization in respect of
any security of which a registered in-
vestment company is the issuer, except
upon compliance with §§ 270.20a-2 and
270.20a-3 and all rules and regulations
adopted pursuant to section 14(a) of the
Securities Exchange Act of 1934 that
would be applicable to such solicitation
if it were made in respect of a security
registered on a national securities ex-
change. Unless the solicitation is made
in respect of a security registered on a
national securities exchange, none of the
soliciting material need be filed with
such exchange.

(b) If the solicitation is made by or on
behalf of the management of the in-
vestment company, then the investment
adviser or any prospective investment
adviser and any affiliated person thereof
as to whom information is required in
the solicitation shall upon request of the
investment company promptly transmit
to the investment company all informa-
tion necessary to enable the management
of such company to comply with the
rules and regulations applicable to such
solicitation. If the solicitation is made
by any person other than the manage-
ment of the investment company, on
behalf of and with the consent of the
investment adviser or prospective invest-
ment adviser, then the investment ad-
viser or prospective investment adviser
and any affiliated person thereof as to
whom information is required in the
solicitation shall upon request of the per-
son making the solicitation promptly
transmit to such person all information
necessary to enable such person to com-
ply with the rules and regulations ap-
plicable to the solicitation.
[25 F.R. 1865, Mar. 3, 19601

q 2 7 0. 2 0a-2 Information pertaining to
investment adviser and investment
advisory contract.

(a) If action is to be taken with re-
spect to the election of directors of the

investment company and the solicita-
tion is made by or on behalf of the man-
agement of the investment company or
by or on behalf of an investment adviser,
the following information shall also be
included in the proxy statement.

Instruction. Information with respect to
a prospective investment adviser shall be
furnished to the extent applicable.

(1) State the name and address of the
investment adviser, the date of the ex-
isting investment advisory contract, the
date on which it was last submitted to
a vote of security holders of the invest-
ment company and the purpose of such
submission. Briefly describe the terms
of the contract, including the rate of
compensation of the investment adviser.
State the aggregate amount of the in-
vestment adviser's fee and the amount
and purpose of any other material pay-
ments by the investment company to
the investment adviser during the last
fiscal year of the investment company.
If any person is acting as an investment
adviser of the investment company
otherwise than pursuant to a written
contract which has been approved by the
security holders of such company, iden-
tify such person and describe the na-
ture of the services and arrangements
therefor.

(2) State the name, address and prin-
cipal occupation of the principal execu-
tive officer and each director or general
partner of the investment adviser.

(3) State the names and addresses of
all parents of the investment adviser and
show the basis of control of the invest-
ment adviser and each parent by its
immediate parent.

Instructions. 1. If any person named is
a corporation, include the percentage of its
voting securities owned by its immediate
parent.

2. If any person named is a partnership,
the general partners having the three largest
partnership interests (computed by what-
ever method is appropriate in the particular
case) shall be named.

(4) If the investment adviser is a cor-
poration and if, to the knowledge of the
persons making the solicitation or the
persons on whose behalf the solicitation
is made, any person not named in answer
to subparagraph (3) of this paragraph
owns of record or beneficially 10 per cent
or more of the outstanding voting securi-
ties of the investment adviser, indicate
that fact and state the name and ad-
dress of each such person.
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(5) Name each officer, director or
nominee for election as a director of the
investment company who is an officer,
employee, director or general partner of
the investment adviser. As to any offi-
cer, director or nominee for election as
a director of the investment company
who is not a director or general partner
of the investment adviser and who owns
any securities of or has any other mate-
rial direct or indirect interest in the in-
vestment adviser or any person control-
ling, controlled by or under common
control with the investment adviser,
state the nature of such interest.

(6) Describe any action with respect
to the investment advisory contract
which has been taken since the begin-
ning of the last fiscal year by the board
of directors of the investment company,
unless such action was described in the
proxy statement for the last annual
meeting for the election of directors.
Identify any director of the investment
company who, at the time of the action
described, owned any securities of, or
had any other material direct or indirect
interest in, the investment adviser or
any person controlling, controlled by or
under common control with the invest-
ment adviser, and state the nature of
such interest.

(7) Name each person employed as
a broker by or on behalf of the invest-
ment company in which the investment
adviser, any officer, director or general
partner, any person controlling, con-
trolled by or under common control with
the investment adviser, or any officer,
director or nominee for election as a di-
rector of the investment company has
any material direct or indirect interest.
State the nature of such interest and
amount of brokerage fees received by or
participated in by each such broker from
business originating with the investment
company during its last fiscal year.

(8) If any officer, director or any
nominee for election as a director of the
investment company, any investment
adviser, or any person named in response
to subparagraph (2) or (3) of this para-
graph purchased or sold any securities
of the investment adviser or any of its
parents, subsequent to the beginning of
the last fiscal year of the investment
company or is a party to any contract
for the purchase or sale of any such se-
curities, describe the transaction, iden-
tify the parties, state the consideration,

the terms of payment and describe any
arrangement or understanding with re-
spect to the composition of the board of
directors of the investment company or
of the investment adviser, or with re-
spect to the selection or appointment of
any person to any office with either such
company.

Instruction. Transactions involving secu-
rities in an amount not exceeding 1 per cent
of the outstanding securities of any class of
the investment adviser or any of its parents
may be omitted.

(9) Unless the investment -adviser is a
bank, include a balance sheet of the in-
vestment adviser as of the end of its last
fiscal year. Such balance sheet shall be
certified by an independent public or cer-
tified public accountant. The Commis-
sion for good cause shown may, however,
in its discretion permit (i) the omission
of certification of such balance sheet, or
(ii) the summarization or omission of
such balance sheet if the investment ad-
viser is primarily engaged in a business
or businesses other than the underwrit-
ing or distribution of investment com-
pany securities or the performance of
advisory services for registered invest-
ment companies.

(10) If, since the beginning of the in-
vestment company's last fiscal year, any
investment advisory contract was termi-
nated for any reason, state the date of
such termination, identify the invest-
ment adviser and describe the circum-
stances of such termination.

(11) Identify any officer, director or
nominee for election as a director of the
investment company having any mate-
rial direct or indirect interest in the
principal underwriter or prospective
principal underwriter of the securities
of the investment company and state the
nature of such interest. Describe the
nature of any material relationship be-
tween the investment adviser and such
principal underwriter.

(12) State the names and addresses
of all parents of the principal under-
writer or prospective principal under-
writer of the securities of the investment
company, showing the basis of control of
such underwriter and each parent by its
immediate parent.

Instruction. The instructions to subpara-
graph (3) of this paragraph shall apply to
subparagraph (12) of this paragraph.

(b) If action is to be taken with re-
spect to an investment advisory contract,

22-029 0-64-32

§ 270. 20a-2§ 270. 20a-2



Title 17--Commodity and Securities Exchanges

the following information shall be in-
cluded in the proxy statement:

(1) The information specified in sub-
paragraphs (1) through (12) of para-
graph (a) of this section shall be
included. This information shall be
furnished with respect to the existing
investment adviser or any prospective
investment adviser, whichever is appro-
priate.

(2) Describe (i) the nature of the ac-
tion to be taken and the reasons there-
for; (ii) the terms of the contract to be
acted upon and any material differences
between such contract and the arrange-
ments then or previously existing; and
(iii) if the action is to be taken because
of the termination or prospective termi-
nation of a prior or existing contract, the
circumstances giving rise to such termi-
nation.

(3) Describe any arrangement or un-
derstanding made in connection with the
proposed investment advisory contract
with respect to the composition of the
board of directors of the investment com-
pany or the investment adviser or with
respect to the selection or appointment
of any person to any office with either
such company.

(4) If the investment adviser acts as
such with respect to any other invest-
ment company, identify and state the
size of each such other company and
state the rate of the investment adviser's
compensation.

(c) The definitions in § 270.8b-2 (Rule
8b-2) shall be applicable to the terms
used in this section.
[25 F.R. 1866, Mar. 3, 1960]

§ 270.20a-3 Information as to certain
transactions.

(a) This section shall apply to a so-
licitation if (1) the information specified
in Item 7 of Schedule 14A of Regulation
14 (Part 240 of this chapter) is required
to be furnished for an investment com-
pany, or (2) action is to be taken with
respect to an investment advisory con-
tract.

(b) Describe briefly, and where prac-
ticable state the approximate amount of,
any material interest, direct or indirect,
of any officer, director or nominee for
election as a director of the investment
company in any material transactions
since the beginning of the investment
company's last fiscal year, or in any ma-

terial proposed transactions, to which
the investment adviser of the investment
company or any parent or subsidiary of
the investment adviser was or is to be
a party.

Instructions. 1. Include the name of
each person whose interest in any transac-
tion is described and the nature of the
relationship by reason of which such inter-
est is required to be described. Where it
is not practicable to sttate the approximate
amount of the interest, the approximate
amount involved in the transaction shall be
indicated.

2. As to any transaction involving the
purchase or sale of assets by or to the in-
vestment adviser, state the cost of the assets
to the purchaser and the cost thereof to the
seller if acquired by the seller within two
years prior to the transaction.-

3. If the interest of any person arises from
the position of such person as a partner in
a partnership, the proportionate interest of
such person in transactions to which the
partnership is a party need not be set forth
but the amount involved in the transaction
with the partnership shall be stated.

4. No information need be given in re-
sponse to this section with respect to any
interest of (I) the investment adviser of the
investment company, (ii) any affiliated per-
son of such investment adviser or (III) of
any person whose sole interest is as a secu-
rity holder of the investment adviser, in
any transaction which is not related to the
business or operations of the investment
company and to which neither the invest-
ment company nor any of its parents or
subsidiaries is a party.

5. This section does not require the dis-
closure of any interest in any transaction
unless such interest and transaction are
material.
125 F.R. 1866, Mar. 3, 1960]

§ 270.22d-1 Variations in sales load per-
mtted for certain sales of redeem-
able securities.

A registered investment company
which is the issuer of redeemable securi-
ties, a principal underwriter of such se-
curities or a dealer therein shall be
exempted from the provisions of section
22(d) to the extent necessary to permit
the sale of such securities by such per-
sons at prices which reflect reductions in,
or eliminations of, the sales load under
any of the following circumstances:

(a) (1) In accordance with a scale of
reducing sales load varying with the
quantity of securities purchased by any
person. The quantity entitling any per-
son to any such reduced sales load may
be computed on any of the following
bases, and may include redeemable secu-
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rities of other registered investment com-
panies having the same principal under-
writer as the issuer of such securities:
(i) The aggregate quantity of securities
being purchased at any one time; (ii)
the aggregate quantity of securities pre-
viously purchased or acquired and then
owned plus the securities being pur-
chased; or (iii) the aggregate quantity of
securities purchased by any person with-
in a period of no more than thirteen
months from the date of and pursuant
to a written statement of his intention,
accepted by the un-derwriter, which pro-
vides that the purchaser intends, but is
not obligated, to purchase securities
within such period in a specified aggre-
gate amount which would entitle the
purchaser to a quantity discount if pur-
chased at one time, and which further
provides that each purchase made pur-
suant to the statement shall be made
either (a) at the price applicable to the
quantity of securities being purchased
in each separate transaction until at
least a sufficient quantity of securities
has been purchased to qualify for a dis-
count pursuant to the statement, or un-
til the aggregate quantity specified there-
in has been purchased, whereupon a
retroactive price adjustment for all
purchases theretofore made under the
statement to reflect the quantity dis-
count to which the purchaser is then en-
titled pursuant to the statement shall be
made by the underwriter and the dealer
involved, if any, or (b) at the price ap-
plicable to the intended aggregate
quantity of securities specified by the
purchaser, provided that an amount of
the securities purchased shall be retained
by the underwriter or held by a bank es-
crow agent pursuant to terms and con-
ditions which will reasonably assure that
the full applicable sales load will be
charged if the purchaser does not com-
plete the intended purchases. The
statement of intention may also provide
that, if the total purchases made within
the period covered by the statement ex-
ceed the amount specified by the pur-
chaser as his expected aggregate pur-
chases, and equal an aggregate amount
which would, if purchased at a single
time, qualify for an additional quantity
discount, a retroactive price adjustment
shall be made by the underwriter and the
dealer involved, if any, for all purchases
made under the statement to reflect the
quantity discount applicable to the ag-
gregate amount of such purchases.

(2) The scale of reducing sales load
and the method of computation utilized
shall be specifically described in the
prospectus and shall be applicable to
sales to all persons.

(3) As used in this paragraph the
term "any person" shall include (i) an
individual, or an individual, his spouse
and their children under the age of
twenty-one, purchasing securities for his
or their own account, and (ii) a trustee
or other fiduciary purchasing securities
for a single trust estate or single fiduci-
ary account (including a pension, profit-
sharing, or other employee benefit trust
created pursuant to a plan qualified un-
der section 401 of the Internal Revenue
Code) although more than one benefici-
ary is involved; provided, however, that
the term "any person" shall not include
a group of individuals whose funds are
combined, directly or indirectly, for the
purchase of redeemable securities of a
registered investment company jointly
or through a trustee, agent, custodian, or
other representative, nor shall it include
a trustee, agent, custodian, or other rep-
resentative of such a group of individ-
uals.

(b) In accordance with a systematic
investment or dividend reinvestment
plan which provides for the reinvestment
of dividends from investment income in
full shares or in full and fractional
shares, if:

(1) Stockholders who are not partici-
pants in such a plan are given a separate
opportunity to reinvest each such divi-
dend at the same reduction in sales load
granted to plan participants, subject to
the right of the issuer to pay fractional
interests in cash; or

(2) The privilege of such reinvestment
is available only to participants in such
a plan, provided: (i) The plan is de-
scribed in the prospectus; (ii) no charge,
in connection with the reinvestment of
dividends from investment income in
shares under such plan, is borne by the
issuer, except that the issuer may bear
a charge equivalent to the expense it
would otherwise have incurred in paying
dividends to stockholders participating
in the plan; (iii) participation in the
dividend reinvestment plan is available
to all security holders, subject only to
the right to limit participation to the
holders of securities of a stated minimum
value, at the time application is made to
participate in the plan, not greater than
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$1,200; and (iv) all stockholders are noti-
fied of the availability of the dividend re-
investment plan at least once each year
by inclusion of a reference thereto in
the annual report or other document
mailed to stockholders together with the
name and address of a person from whom
the prospectus may be obtained.

(c) In accordance with a systematic
investment or dividend reinvestment
plan which provides for the reinvestment
of capital gains distributions in full
shares or in full and fractional shares at
net asset value, if:

(1) Stockholders who are not partici-
pants in such a plant are given a separate
opportunity to reinvest each such
capital gains distribution in whole
shares at net asset value, subject to the
right of the issuer to pay fractional in-
terests in cash; provided, however, that
a company which follows the practice of
distributing realized capital gains in one
annual distribution (except for such
balance as it may be necessary to dis-
tribute in the first quarterly dividend of
the following year in order to relieve
the company of payment of any Federal
tax thereon) shall not be required to
make such a separate offer of reinvest-
ment to non-plan participants when such
distribution amounts to less than one-
half of 1 percent of the net asset value
of a share at the time of declaration; or

(2) The privilege of reinvestment at
net asset value is available only to plan
participants, provided: (i) The plan is
described in the prospectus; (ii) partici-
pation in the dividend reinvestment plan
is available to all security holders with-
out limitation of any kind; and (iii) all
stockholders are notified of the avail-
ability of the dividend reinvestment plan
at least once each year by inclusion of a
reference thereto in the annual report
or other document mailed to stock-
holders; together with the name and
address of a person from whom the
prospectus may be obtained.

(d) For the purpose of paragraphs (b)
and (c) of this section "separate oppor-
tunity" to reinvest dividends or distribu-
tions shall include a right given to
security holders to elect to receive such
dividend or distribution in stock or cash,
or to reinvest a cash payment within a
specified period of time after receipt
thereof.

(e) Upon the sale pursuant to a uni-
form offer described in the prospectus

and made to tax-exempt organizations
enumerated in sections 501 (c) (3) or
(13) of the Internal Revenue Code, or
employees' trusts, pension, profit-sharing
or other employee benefit plans qualified
under section 401 of the Internal Rev-
enue Code.

(f) Upon the sale to a registered unit
investment trust which is the issuer of
periodic payment plan certificates the
net proceeds of which are invested in
such redeemable securities.

(g) Upon the sale through a private
offering, in connection with the organi-
zation of the issuer, for the purpose of
providing the initial capital required
under section 14 (a) of the act.

(h) Upon the sale, pursuant to a uni-
form offer described in the prospectus,
to the directors, officers or partners of
the investment company, its investment
advisor or principal underwriter, or to
the bona fide, full-time employees or
sales representatives of any of the fore-
going who have acted as such for not less
than ninety days, or to any trust, pen-
sion, profit-sharing or other benefit plan
for such persons, provided, that such
sales are made upon the written assur-
ance of the purchaser that the purchase
is made for investment purposes, and
that the securities will not be resold
except through redemption or repurchase
by or on behalf of the issuer.
[23 F. R. 9603, Dec. 11, 1958; 23 F R.. 10486,
Dec. 30, 1958; 24 F.R. 2357, Mar. 26, 1959]

§ 270.23c-l Repurchase of securities by

closed-end companies.

(a) A registered closed-end company
may purchase for cash a security of
which it is the issuer, subject to the fol-
lowing conditions:

(1) If the security is a stock entitled
to cumulative dividends, such dividends
are not in arrears.

(2) If the security is a stock not en-
titled to cumulative dividends, at least
90 percent of the net income of the issuer
for the last preceding fiscal year, deter-
mined in accordance with good account-
ing practice and not including profits or
losses realized from the sale of securities
or other properties, was distributed to its
shareholders during such fiscal year or
within 60 days after the close of such
fiscal year.

(3) If the security to be purchased is
junior to any class of outstanding se-
curity of the issuer representing indebt-
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edness (except notes or other evidences
of indebtedness held by a bank or other
person, the issuance of which did not
involve a public offering) all securities
of such class shall have an asset coverage
of at least 300 percent immediately after
such purchase; and if the security to be
purchased is junior to any class of out-
standing senior security of the issuer
which is a stock, all securities of such
class shall have an asset coverage of at
least 200 percent immediately after such
purchase, and shall not be in arrears as
to dividends.

(4) The seller of the security is not to
the knowledge of the issuer an affiliated
person of the issuer.

(5) Payment of the purchase price is
accompanied or preceded by a written
confirmation of the purchase.

(6) The purchase is made at a price
not above the market value, if any, or
the asset value of such security, which-
ever is lower, at the time of such pur-
chase.

(7) The issuer discloses to the seller
or, if the seller is acting through a
broker, to the seller's broker, either prior
to or at the time of purchase the ap-
proximate or estimated asset coverage
per unit of the security to be purchased.

(8) No brokerage commission is paid
by the issuer to any affiliated person of
the issuer in connection with the pur-
chase.

(9) The purchase is not made in a
manner or on a basis which discrimi-
nates unfairly against any holders of the
class of securities purchased.

(10) If the security is a stock, the is-
suer has, within the preceding six
months, informed stockholders of its in-
tention to purchase stock of such class
by letter or report addressed to all the
stockholders of such class.

(11) The issuer files with the Commis-
sion, on or before the tenth day of the
calendar month following the month in
which the purchase occurs, two copies of
a report of purchases made during the
month, together with a copy of any writ-
ten solicitation to purchase securities
under this rule sent or given during the
month by or on behalf of the issuer to
ten or more persons. Form N-23C-1 is
hereby prescribed as the form to be used
for such report.

(b) Notwithstanding the conditions of
paragraph (a), a closed-end company
may purchase fractional interests in, or
fractional rights to receive, any security
of which it is the issuer.

(c) This rule does not apply to pur-
chases of securities made pursuant to
section 23(c) (1) or (2) of the act (54
Stat. 825; 15 U.S.C. 80a-23). A regis-
tered closed-end company may file an
application with the Commission for an
order under section 23(c) (3) of the act
permitting the purchase of any security
of which it is the issuer which does not
meet the conditions of this rule and
which is not to be made pursuant to
section 23(c) (1) or (2) of the act.

(d) This rule relates exclusively to the
requirements of section 23(c) of the act,
and the provisions hereof shall not be
construed to authorize any action which
contravenes any other applicable law,
statutory or otherwise, or the provision
of any indenture or other instrument
pursuant to which securities of the issuer
were issued.
[Rule N-23C-1, 7F.R. 10424, Dec. 15, 1942]

CROss RzFERENCE: For interpretative re-
lease applicable to § 270.23c-1, see No. 78 in
tabulation, Part 271 of this chapter.

§ 270.23c-2 Call and redemption of se-
curities issued by registered closed-
end companies.

(a) Notwithstanding the provisions of
§ 270.23c-1 (Rule N-23C-1), a registered
closed-end investment company may
call or redeem any securities of which it
is the issuer, in accordance with the
terms of such securities or the charter,
indenture or other instrument pursuant
to which such securities were issued:
Provided, That, if less than all the out-
standing securities of a class or series are
to be called or redeemed the call or re-
demption shall be made by lot, on a pro
rata basis, or in such other manner as
will not discriminate unfairly against
any holder of the securities of such class
or series.

(b) A registered closed-end invest-
ment company which proposes to call or
redeem any securities of which it is the
issuer shall file with the Commission
notice of its intention to call or redeem
such securities at least 30 days prior to
the date set for the call or redemption;
Provided, however, That if notice of the
call or the redemption is required to be
published in a newspaper or otherwise,
notice shall be given to the Commission
at least 10 days in advance of the date
of publication. Such notice shall be filed
in triplicate and shall include (1) the
title of the class of securities to be called
or redeemed, (2) the date on which the
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securities are to be called or redeemed,
(3) the applicable provisions of the gov-
erning instrument pursuant to which the
securities are to be called or redeemed
and, (4) if less than all the outstanding
securities of a class or series are to be
called or redeemed, the principal amount
or number of shares and the basis upon
which the securities to be called or re-
deemed are to be selected.
[Rule N-23--2, 7 FPR. 6669, Aug. 25, 19421

§ 270.24b-l Definitions.

(a) The term "form letter" as used in
section 24(b) of the act includes (1) one
of a series of identical sales letters, and
(2) any sales letter a substantial portion
of which consists of a statement which is
in essence identical with similar state-
ments in sales letters sent to 25 or more
persons within any period of 90 consecu-
tive days.

(b) The term "distribution" as used in
section 24(b) of the act includes the
distribution or redistribution to prospec-
tive investors of the content of any writ-
ten sales literature, whether such dis-
tribution or redistribution is effected by
means of written or oral representations
or statements.

(c) The term "rules and regulations"
as used in section 24 (a) and (c) of the
act shall include the forms for registra-
tion of securities under the Securities Act
of 1933 and the related instructions
thereto.
(Sec. 19, 48 Stat. 85, as amended, sec. 319,
53 Stat. 1173; 15 U.S.C. 77s, 77sss) [Rule
N-24B-1, 6 F.R. 3020, June 21, 1941, as
amended by 21 F.R. 1046, Feb. 15, 1956]

§ 270.24b-2 Filing copies of sales lit-
erature.

Copies of material filed with the Com-
mission for the sole purpose of comply-
ing with section 24(b) of the act either
shall be accompanied by a letter of
transmittal which makes appropriate
references to said section or shall make
such appropriate reference on the face
of the material.
[Rule N-24B-2, 6 F.R. 3020, June 21, 19411

§ 270.24e-1 Filing of certain prospec-
tuses as post-effective amendments
to registration statements under the
Securities Act of 1933.

Section 24(e) (3) of the act requires
that when a prospectus is revised so that
it may be available for use in compliance
with section 10(a) (3) of the Securities

Act of 1933 for a period extending be-
yond the time when the previous pro-
spectus would have ceased to be available
for such use, such revised prospectus,
in order to meet the requirements of sec-
tion 10 of said act, must be filed as an
amendment to the registration state-
ment under said act and such amend-
ment must have become effective prior
to the use of the revised prospectus. Ex-
cept as hereinabove provided, section
24(e) (3) of the act shall not be deemed
to govern the times and conditions under
which post-effective amendments shall
be filed to registration statements under
the Securities Act of 1933.
(Sec. 24, 54 Stat. 825, as amended; 15 U.S.C.
80a-24) [20 F.R. 2856, Apr. 28, 19551

§ 270.28b-l Investment in loans par-
tially or wholly guaranteed under the
Servicemen's Readjustment Act of
1944, as amended.

(a) The term "qualified investments"
as used in section 28(b) of the Invest-
ment Company Act of 1940 shall include:

(1) Any loan, any portion of which is
guaranteed under Title III of the Serv-
icemen's Readjustment Act of 1944, as
amended, and which is secured by a first
lien on real estate: Provided, The amount
of the loan not so guaranteed does not
exceed 66% percent of the reasonable
value of such real estate as determined
by proper appraisal made by an ap-
praiser designated by the Administrator
of Veterans' Affairs;

(2) Any secondary loan the full
amount of which is guaranteed under
section 505(a) of Title I of the above
mentioned act and which is secured by a
second lien on real estate:
Provided, however, That any such loan
shall be deemed a qualified investment
only so long as (i) insurance policies are
required to be procured and maintained
in an amount sufficient to protect the
security against the risks or hazards to
which it may be subjected to the extent
customary in the locality, and (il) the
loan shall remain guaranteed under
Title III of the Servicemen's Readjust-
ment Act of 1944, as amended, to the
extent specified in subparagraph (1) or
(2) of this paragraph, as th. case may
be.

(b) Loans made pursuant to this sec-
tion shall be valued at the original prin-
cipal amount of the loan less all pay-
ments made thereon which have been
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applied to the reduction of such prin-
cipal amount.
(Sees. 28(b), 38, 54 Stat. 832, 841; 15 U.S.C.
80a-28(b). 80a-38) iRule N-28B-1, 11 F.R.
6483, June 13, 19461

§ 2 70.3 0a-1 Annual reports.

(a) Every registered investment com-
pany shall file an annual report, on the
appropriate form prescribed therefor,
not more than 120 days after the close of
each fiscal year ending on or after the
date upon which such company files its
registration statement pursuant to sec-
tion 8(b): In case the registrant finds
it impracticable to file the report within
such 120 days, it may file with the Com-
mission an application for an extension
of time to a specified date within 6
months after the close of the fiscal year.
Such application shall state the grounds
of impracticability and shall contain an
agreement to file the report on or before
such specified date. The application
shall be deemed granted unless the Com-
mission within 10 days after receipt
thereof shall enter an order denying the
application as being unreasonable and
unnecessary under the circumstances.

(b) Every registered investment com-
pany shall be exempt from the provisions
of section 30(a) insofar as such section
requires the filing of an annual report
for any fiscal year ending prior to the
date upon which such company files its
registration statement pursuant to sec-
tion 8(b).
IRule N-30A-1, 6 F.R. 74, Jan. 4, 19411

§ 270.30a-2 Forms for annual reports

of registered investment companies.

The following forms are hereby pre-
scribed as the forms for annual reports
which shall be filed by registered invest-
ment companies pursuant to section 30
(a) of the act:

Form N-30A-1 for registered manage-
ment investment companies. This form
shall be used by all registered manage-
ment investment companies except those
which issue periodic payment plan cer-
tificates.

Form N-30A-2 for unit investment
trusts which are currently issuing securi-
ties. This form shall be used by all unit
investment trusts which are currently
issuing securities, including unit invest-
ment trusts which are issuers of periodic
payment plan certificates.

Form N-30A-3 for unincorporated
management investment companies cur-
rently issuing periodic payment plan cer-
tificates.2 This form shall be used by all
unincorporated management companies
currently issuing periodic payment plan
certificates.
[Rule N-30A-2, 8 F.R. 6079, May 12, 1943]

§ 270.30a-3 Annual report for totally
held registered investment company
subsidiary of registered investment
company.

(a) Notwithstanding the provisions of
§ 270.30a-2 (Rule N-30A-2), a registered
management investment company for
which Form N-30A-1 (§ 274.101 of this
chapter) is appropriate for annual re-
ports and which is a totally held sub-
sidiary of a registered management in-
vestment company may file a statement
in the form prescribed by paragraph (b)
of this section in lieu of an annual re-
port on Form N-30A-1 (§ 274.101 of this
chapter), if the following conditions are
met:

(1) The fiscal year of the subsidiary
ends as of the same date as the fiscal
year of the parent;

(2) The information and exhibits re-
quired by Form N-30A-1 (§ 274.101 of
this chapter) with respect to the subsid-
iary are included in the annual report of
the parent;

(3) Financial statements for the sub-
sidiary for the period required by Form
N-30A-1 (§ 274.101 of this chapter) are
included in the annual report of the
parent, either on a consolidated or sep-
arate basis; and

(4) It is indicated on the facing page
of the parent's annual report that such
report is filed on behalf of itself and the
subsidiary, naming the subsidiary.

(b) A totally held registered invest-
ment company subsidiary which avails
itself of the privilege accorded by this
section shall file with the Commission in
quadruplicate, within the time prescribed
by § 270.30a-2 (Rule N-30A-2) for filing
annual reports, a statement in the fol-
lowing form:

Pursuant to § 207.30a-3 [Rule N-30A-3],
---...... a totally held subsidiary of ------

a registered management investment com-
pany, hereby incorporates by reference as its

2 Filed as part of original document.
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annual report, pursuant to section 30(a) of
the Investment Company Act of 1940 (See. 30
(a), 54 Stat. 836; 15 US.C. 80a-30), all infor-
mation and documents contained in the An-
nual Report on Form N-30A-1 (including any
amendment thereto) filed by the latter com-
pany for the fiscal year ended -------

(c) The statement required by para-
graph (b), above, shall be filed under
cover of the facing sheet of Form N-30A-
1. At least one copy of the statement
shall be signed in the manner prescribed
by Form N-30A-1.
[Rule N-30A-3, 7 P.R. 598, Jan. 30, 1942, as
amended at 19 F.R. 2779, May 14, 1954]

§ 270.30b1-1 Form for quarterly report
of registered investment companies.

The following form is hereby prescribed
as the form for quarterly report which
shall be filed by registered investment
companies, pursuant to section 30(b)
(1) of the act (54 Stat. 836; 15 U.S.C.
80a-30).

Form N-30B-1 for registered manage-
ment investment companies. This form
shall be used by all registered manage-
ment investment companies except those
which issue periodic payment plan cer-
tificates.
[Rule N-30BI-1, 7 P.R. 3423, May 8, 1942, as
amended at 7 P.R. 4528, June 18, 19421

§ 270.30bl-2 Quarterly report for to-
tally held registered investment com-
pany subsidiary of registered invest-
ment company.

(a) Notwithstanding the provisions of
§ 270.30b1-1 (Rule N-30BI-1), a regis-
tered management investment company
for which Form N-30B-1 (0 274.106 of
this chapter) is appropriate for quar-
terly reports and which is a totally held
subsidiary of a registered management
investment company may file a state-
ment in the form prescribed by para-
graph (b) of this section in lieu of a
quarterly report on Form N-30B-1
(§ 274.106 of this chapter), if the follow-
ing conditions are met:

(1) The fiscal quarter of the subsid-
iary ends as of the same date as the
fiscal quarter of the parent;

(2) The information and exhibits re-
quired by Form N-30B-1 (§ 274.106 of
this chapter) with respect to the subsid-
iary are included in the quarterly report
of the parent; and

(3) It is indicated on the facing page
of the parent's quarterly report that such
report is filed on behalf of itself and the
subsidiary, naming the subsidiary.

(b) A totally held registered invest-
ment company subsidiary which avails
itself of the privilege accorded by this
rule shall file with the Commission in
quadruplicate, within the time pre-
soribed by the instructions for Form
N-30B-1 for filing quarterly reports a
statement in the following form:

Pursuant to § 270.30bl-2 (Rule N-30B1-2)
------------ 

a totally 
held 

subsid-

iary of ------------------ a registered
management investment company, hereby
incorporates by reference as its quarterly re-
port, pursuant to section 30(b) (1) of the
Investment Company Act of 1940 (54 Stat.
836, 15 U.S.C. 80a-30), all information and
documents contained in the quarterly re-
port on Form N-30B-1 (including any
amendment thereto) filed by the latter com-
pany for the fiscal quarter ended-------

(c) The statement required by para-
graph (b), above, shall be filed under
cover of the facing sheet of Form N-
30B-1. At least one copy of the state-
ment shall be signed in the manner pre-
scribed by Form N-30B-1.
(Sees. 8, 30, 54 Stat. 803, 836; 15 U.S.C. 80a-8.
80a-29) [Rule N-30B1-2, 7 F.R. 3423, May
8, 1942, as amended at 19 F.R. 2779, May 14,
1954]

§ 270.30b2-1 Filing of copies of reports
to stockholders.

Four copies of every periodic or in-
terim report or similar communication
containing financial statements and
transmitted by or on behalf of any regis-
tered investment company to any class
of such company's security holders shall
be filed with the Commission not later
than 10 days after such transmission.
[Rule N-30B2-1, 6 FR. 74, Jan. 4. 1941]

§ 270.30d-I Reports to stockholders of
I11alla~gel|nl llpalnies.

(a) At least semiannually every regis-
tered management company shall trans-
mit by mail, postage prepaid, to each
stockholder of record, a report contain-
ing all of the information and financial
statements, or their equivalent, speci-
fied in clauses (1) to (6) inclusive of
section 30(d) of the Act. The first such
report shall be made as of a date not
later than the close of the fiscal year or
half-year first occurring on or after the
date on which the company's notifica-
tion of registration under the Act is
filed with the Commission. Each report
shall be mailed within 45 days after the
date as of which the report is made,
except that if the reporting company is
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a nondiversified company having one or
more majority-owned subsidiaries which
are not investment companies, the re-
port may be mailed within 60 days after
the date as of which it is made. The
Commission may, however upon written
request showing good cause therefor.
extend the period of time within which
a report may be mailed. Section 270.0-5
shall not apply to such requests.

(b) Reports made as of the close of
the reporting company's fiscal year shall
cover the whole fiscal year (or the life
of the company if less than a whole
fiscal year) and shall be accompanied
by a certificate of an independent public
accountant or accountants. Reports
made as of any date other than the close
of the fiscal year shall cover a period
commencing either (1) with the begin-
ning of the fiscal year (or the date of
organization, if a newly organized com-
pany) or (2) with a date not later than
the day after the close of the period
covered by the last report conforming
with the requirements of section 30(d)
of the Act and the rules and regulations
thereunder.

(c) The list showing the amounts and
values of securities owned on the date of
the balance sheet or its equivalent, re-
quired by clause (2) of section 30(d) of
the act, shall indicate each issue sepa-
rately; except that:

(1) Securities which, because believed
worthless, have been charged off on the
books or written down to a merely nomi-
nal carrying amount may be omitted,
provided that all securities charged off or
written down since the effective date of
the act shall be separately listed in the
next succeeding report conforming with
the requirements of section 30(d) and
the rules and regulations thereunder, and
also, if such next succeeding report is not
an annual report in the next succeeding
annual report; and

(2) An amount not exceeding 5 per-
cent of the aggregate value of securities
shown on the list may be listed in one
amount as "miscellaneous securities," if
the securities so listed have been held
for not more than one year prior to the
date of the balance sheet or its equiva-
lent and have not previously been re-
ported by name in any report or state-
ment transmitted to stockholders or filed
with the Commission or with any na-
tional securities exchange.

(d) In making reports required under
section 30(d) of the act, an open-end

company may include therein, as the
equivalent of the balance sheet required
by clause (1) of said section and the
statement of surplus required by clause
(4) thereof, the following:

(1) A statement of its assets (showing
its investments at "value" as defined in
section 2(a) (39) (B) of the act) and its
liabilities, and of its net assets, and the
number and par value or stated value
of the shares representing such net
assets, all as of the end of the period
for which the report is made.

(2) A statement of changes in net as-
sets for the period for which the report
is made, showing the net assets (on the
same basis of value) as of the beginning
of the period, and the various credits
and debits resulting in the net assets
figure shown pursuant to subparagraph
(1) of this paragraph. Each charge
which represents more than 5 percent of
the total charges during the period and
each credit which represents more than
5 percent of the total credits during the
period must appear as a separate item.

(3) A statement with respect to the
period for which the report is made,
and with respect to the three complete
fiscal years next preceding the com-
mencement of such period, of the net
asset value per share (on the same basis
of value) of the reporting company's
securities at the beginning and at the
end of each such period, and a state-
ment of the dividends declared per share
during each such period together with
the amount per share of such dividends
declared out of sources other than net
income for each such period, excluding
from such net income profits or losses
realized on the sale of securities or other
properties.
[Rule N-30D-1, 6 P.R. 74, Jan. 4, 1941, as
amended at 27 F.R. 11639, Nov. 27, 1962]

§ 270.30d-2 Reports to shareholders of
unit investment trusts.

At least semiannually every registered
unit investment trust substantially all
the assets of which consist of securities
issued by a management company shall
transmit by mail, postage prepaid, to
each shareholder of record (including
record holders of periodic payment plan
certificates), a report containing all the
applicable information and financial
statements, or their equivalent, required
by Rule N-30D-1 to be included in reports
of such management company for the
same fiscal period. Each such report
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shall be mailed within the period allowed
such management company by Rule
N-30D--1 for mailing reports to its stock-
holders.
[Rule N-30D-2, 6 F.R. 74, Jan. 4, 19411

§2"f0.30f-I Filing of statemuents pnr-
.tiant to .ection 30(f).

(a) Initial statements of beneficial
ownership of outstanding securities re-
quired by section 30(f) of the act shall
be filed on Form 3 (§ 274.202 of this
chapter). Statements of changes in
such beneficial ownership required by
that section shall be filed on Form 4
(§ 274.203 of this chapter). All such
statements shall be prepared and filed
in accordance with the requirements of
the applicable form.

(b) The rules under section 16(a) of
the Securities Exchange Act of 1934 shall
apply to statements filed pursuant to
paragraph (a) of this section to the ex-
tent that such rules are nertinent.

(c) No statements need be filed pur-
suant to section 30(f) of the act by an
affiliated person of an investment adviser
in his capacity as such if such person is
solely an employee, other than an officer,
of such investment adviser.
(Sec 30(f), 54 Stat. 836. 15 USC. 80a-29)
!26 F.R. 2466, Mar. 23, 19611

§ 270.31a-1 Records to be maintained
by registered investment companies,
certain majority-owned subsidiaries
thereof, and other persons having
transactions with registered invest-
ment companies.

(a) Every registered investment com-
pany, and every underwriter, broker,
dealer, or investment adviser which is a
majority-owned subsidiary of such a
company, shall maintain and keep cur-
rent the accounts, books, and other
documents relating to its business which
constitute the record forming the basis
for financial statements required to be
filed pursuant to Section 30 of the In-
vestment Company Act of 1940 and of
the auditor's certificates relating thereto.

(b) Every registered investment com-
pany shall maintain and keep current
the following books, accounts, and other
documents:

(1) Journals (or other records of
original entry) containing an itemized
daily record in detail of all purchases and
sales of securities (including sales and
redemptions of its own securities), all

receipts and deliveries of securities (in-
cluding certificate numbers if such de-
tail is not recorded by custodian or trans-
fer agent), all receipts and disburse-
ments of cash and all other debits and
credits. Such records shall show for
each such transaction the name and

quantity of securities, the unit and aggre-
gate purchase or sale price, commission
paid, the market on which effected, the
trade date, the settlement date, and the
name of the person through or from
whom purchased or received or to whom
sold or delivered.

(2) General and auxiliary ledgers (or
other records) reflecting all assets, lia-
bility, reserve, capital, income and ex-
pense accounts, including:

(i) Separate ledger accounts (or other
records) reflecting the following:

(a) Securities in transfer; (b) Secu-
rities in physical possession; (c) Secu-
rities borrowed and securities loaned;
(d) Monies borrowed and monies loaned
(together with a record of the collateral
therefor and substitutions in such
collateral) ; (e) Dividends and interest
received; (f) Dividends receivable and
interest accrued.

INSTRUCTION: (a) and (b) of this subdivi-
sion shall be stated in terms of securities
quantities only; (c) and (d) of this sub-
division shall be stated in dollar amounts
and securities quantities as appropriate; (e)
and (f) of this subdivision shall be stated in
dollar amounts only.

(ii) Separate ledger accounts (or other
records) for each portfolio security,
showing (as of trade dates) (a) the
quantity and unit and aggregate price
for each purchase, sale, receipt, and de-
livery of securities and commodities for
such accounts, and (b) all other debits
and credits for such accounts. Secu-
rities positions and money balances in
such ledger accounts (or other records)
shall be brought forward periodically but
not less frequently than at the end of
fiscal quarters. Any portfolio security,
the salability of which is conditioned,
shall be so noted. A memorandum
record shall be available setting forth,
with respect to each portfolio security
account, the amount and declaration, ex-
dividend, and payment dates of each
dividend declared thereon.

(iii) Separate ledger accounts (or
other records) for each broker-dealer,
bank or other person with or through
which transactions in portfolio secu-
rities are effected, showing each purchase
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or sale of securities with or through such
persons, including details as to the date
of the purchase or sale, the quantity and
unit and aggregate price of such secu-
rities, and the commissions or other
compensation paid to such persons.
Purchases or sales effected during the
same day at the same price may be ag-
gregated.

(iv) Separate ledger accounts (or
other records), which may be main-
tained by a transfer agent or registrar,
showing for each shareholder of record
of the investment company the number
of shares of capital stock of the company
held. In respect of share accumulation
accounts (arising from periodic invest-
ment plans, dividend reinvestment plans,
deposit of issued shares by the owner
thereof, etc.), details shall be available
as to the dates and number of shares of
each accumulation, and except with
respect to already issued shares de-
posited by the owner thereof, prices of
each such accumulation.

(3) A securities record or ledger re-
flecting separately for each portfolio

security as of trade date all "long" and
--short" positions carried by the invest-
ment company for its own account and
showing the location of all securities
long and the off-setting position to all
securities short. The record called for
by this paragraph shall not be required
in circumstances under which all port-
folio securities are maintained by a bank
or banks or a member or members of a
national securities exchange as cus-
todian under a custody agreement or as
agent for such custodian.

(4) Corporate charters, certificates of
incorporation or trust agreements, and
by-laws, and minute books of stock-
holders' and directors' or trustees' meet-
ings: and minute books of directors' or
trustees' committee and advisory board
or advisory committee meetings.

(5) A record of each brokerage order
given by or in behalf of the investment
company for, or in connection with, the
purchase or sale of securities, whether
executed or unexecuted. Such record
shall include the name of the broker.
the terms and conditions of the order
and of any modification or cancellation
thereof, the time of entry or cancella-
tion, the price at which executed, and
the time of receipt of report of execu-
tion. The record shall indicate the name
of the person who placed the order in
behalf of the investment company.

(6) A record of all other portfolio
purchases or sales showing details com-
parable to those prescribed in paragraph
5 above.

(7 ) A record of all puts, calls, spreads.
straddles, and other options in which
the investment company has any direct
or indirect interest or which the invest-
ment company has granted or guaran-
teed: and a record of any contractual
commitments to purchase, sell, receive or
deliver securities or other property (but
not including open orders placed with
broker-dealers for the purchase or sale
of securities, which may be cancelled by
the company on notices without penalty
or cost of any kind) ; containing, at least,
an identification of the security, the
number of units involved, the option
price, the date of maturity, the date of
issuance, and the person to whom issued.

(8, A record of the proof of money
balances in all ledger accounts (except
shareholder accounts), in the form of
trial balances. Such trial balances
shall be prepared currently at least once
a month.

(9) A record for each fiscal quarter.
which shall be completed within ten
days after the end of such quarter. show-
ing specifically the basis or bases upon
which the allocation of orders for the
purchase and sale of portfolio securities
to named brokers or dealers and the di-
vision of brokerage commissions or other
compensation on such purchase and sale
orders among named persons were
made during such quarter. The record
shall indicate the consideration given to
(i) sales of shares of the investment
company by brokers or dealers, (ii) the
supplying of services or benefits by
brokers or dealers to the investment com-
pany, its investment adviser or princi-
pal underwriter or any persons affili-
ated therewith, and iii) any other
considerations other than the technical

qualifications of the brokers and dealers
as such. The record shall show the na-
ture of the services or benefits made
available, and shall describe in detail
the application of any general or speci-
fic formula or other determinant used in
arriving at such allocation of purchase
and sale orders and such division of
brokerage commissions or other compen-
sation. The record shall also include
the identities of the persons responsible
for the determination of such allocation
and such division of brokerage commis-
sions or other compensation.
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110) A record in the form of an ap-
propriate memorandum identifying the
person or persons, committees, or groups
authorizing the purchase or sale of port-
folio securities. Where an authoriza-
tion is made by a committee or group, a
record shall be kept of the names of its
members who participated in the au-
thorization. There shall be retained as
part of the record required by this para-
graph any memorandum, recommenda-
tion, or instruction supporting or au-
thorizing the purchase or sale of port-
folio securities. The reouirements of
this paragraph are applicable to the ex-
tent they are not met by compliance
with the requirements of subparagraph

4) of this paragraph.
(11) Files of all advisory material re-

ceived from the investment adviser, any
advisory board or advisory committee.
or any other persons from whom the in-
vestment company accepts investment
advice, other than material which is
furnished solely through uniform publi-
cations distributed generally.

1 12) The term 'other records" as used
in the expressions "journals or other
records of original entry)" and "ledger
accounts (or other records)" shall be
construed to include, where appropriate.
copies of voucher checks, confirmations.
or similar documents which reflect the
information required by the applicable
rule or rules in appropriate sequence and
in permanent form, including similar
records developed by the use of auto-
matic data processing systems.

(c) Every underwriter, broker, or
dealer which is a majority-owned sub-
sidiary of a registered investment com-
pany shall maintain in the form pre-
scribed therein such accounts, books
and other documents as are required to
be maintained by brokers and dealers by
rule adopted under section 17 of the
Securities Exchange Act of 1934.

(d) Every depositor of any registered
investment company, and every princi-
pal underwriter for any registered invest-
ment company other than a closed-end
investment company, shall maintain
such accounts, books and other docu-
ments as are required to be maintained
by brokers and dealers by rule adopted
under section 17 of the Securities Ex-
change Act of 1934, to the extent such
records are necessary or appropriate to
record such person's transactions with
such registered investment company.

(e) Every investment adviser which
is a majority-owned subsidiary of a
registered investment company shall
maintain in the form prescribed therein
such accounts, books and other docu-
ments as are required to be maintained
by registered investment advisers by rule

adopted under Section 204 of the Invest-
ment Advisers Act of 1940.

(f) Every investment adviser not a
majority-owned subsidiary of a regis-
tered investment company shall main-
tain such accounts, books and other
documents as are required to be main-
tained by registered investment advisers
by rule adopted under section 204 of the
Investment Advisers Act of 1940, to the
extent such records are necessary or ap-
propriate to record such person's trans-
actions with such registered investment
company.
(Sec. 31, 54 Stat. 838; 15 U.S.C. 80a-30) [27
F.R. 11993. Dec. 5, 19621

§ 270.3 1a-2 Records to be preserved
b) registered inestment 'ompanies,
certain majority-owned siibsidiaries
thereof, and other persons having
transactions with registered invcst-
l ent eoml pa llies.

(a) Every registered investment com-
pany shall:

(1) Preserve permanently, the first two
years in an easily accessible place, all
books and records required to be made
pursuant to subparagraphs (1) through
(4) of § 270.31a-l(b) ;

(2) Preserve for a period not less than
six years from the end of the fiscal year
in which any transactions occurred, the
first two years in an easily accessible
place, all books and records required to
be made pursuant to subparagraphs (5)
through (12) of § 270.31a-l(b) and all
vouchers, memoranda, correspondence,
checkbooks, bank statements, cancelled
checks, cash reconciliations, cancelled
stock certificates, and all schedules evi-
dencing and supporting each computa-
tion of net asset value of the investment
company shares, and other documents
required to be maintained by § 270.31a-
1(a) and not enumerated in § 270.31a-
1(b).

(b) Every underwriter, broker, or deal-
er which is a majority-owned subsidiary
of a registered investment company shall
preserve for the periods prescribed there-
in such accounts, books and other docu-
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ments as are required to be preserved by
brokers and dealers by rule adopted un-
der section 17 of the Securities Exchange
Act of 1934.

(c) Every depositor of any registered
investment company, and every principal
underwriter for any registered invest-
ment company other than a closed-end
company, shall preserve for a period of
not less than six years such accounts,
books and other documents as are re-
quired to be maintained by brokers and
dealers by rule adopted under section 17
of the Securities Exchange Act of 1934,
to the extent such records are necessary
or appropriate to record such person's
transactions with such registered invest-
ment company.

(d) Every investment adviser which is
a majority-owned subsidiary of a regis-
tered investment company shall preserve
for the periods prescribed therein such
accounts, books and other documents as
are required to be preserved by invest-
ment advisers by rule adopted under sec-
tion 204 of the Investment Advisers Act
of 1940.

(e) Every investment adviser not a
majority-owned subsidiary of a regis-
tered investment company shall preserve
for a period of not less than six years
such accounts, books and other docu-
ments as are required to be maintained
by registered investment advisers by rule
adopted under section 204 of the Invest-
ment Advisers Act of 1940, to the extent
such records are necessary or appro-
priate to record such person's transac-
tions with such registered investment
company.

(f) Notwithstanding the provisions of
paragraphs (a) through (e) of this
section:

(1) After a record, book or other docu-
ment has been preserved for three years,
a photograph or film thereof may be sub-
stituted therefor for the balance of the
required time; and

(2) Any record, book or other docu-
ment may be destroyed in accordance
with a plan previously submitted to and
approved by the Commission. A plan
shall be deemed to have been approved
by the Commission if notice to the con-
trary has not been received within 90
days after submission of the plan to the
Commission.
(Sec. 31, 54 Stat. 838; 15 U.S.C. 80a-30) [27

F.R. 11994, Dec. 5, 19621

270.31a-3 Itecord- prepared or main-
Eaiuled b) otiers than person required
it) uinitain and preserve them.

(a) If the records required to be main-
tained and preserved pursuant to the
provisions of §§ 270.31a-1 and 270.31a-2
are prepared or maintained by others on
behalf of the person required to maintain
and preserve such records, the person
required to maintain and preserve such
records shall obtain from such other
person an agreement in writing to the
effect that such records are the property
of the person required to maintain and
preserve such records and will be sur-
rendered promptly on request.

(b) In cases where a bank or mem-
ber of a national securities exchange
acts as custodian, transfer agent, or
dividend disbursing agent, compliance
with this section shall be considered to
have been met if such bank or exchange
member agrees in writing to make any
records relating to such service avail-
able upon request and to preserve for the
periods prescribed in § 270.31a-2 any
such records as are required to be main-
tained by § 270.31a-1.
(Sec. 31, 54 Stat. 838; 15 U.S.C. 80a-30) [27

F.R. 11994, Dec. 5, 19621

§ 270.32a-1 Exemption of certain com-
panies from affiliation provisions of
section 3 2(a).

A registered investment company shall
be exempt from the provisions of para-
graph (1) of section 32(a) of the act (54
Stat. 838; 15 U.S.C. 80a-31), insofar as
said paragraph requires that independ-
ent public accounts for such company be
selected by a majority of certain mem-
bers of the board of directors, if:

(a) Such company meets the condi-
tions of paragraphs (1) to (8), inclusive,
of section 10(d) of the act (54 Stat. 807;
15 U.S.C. 80a-10); and

(b) Such accountants are selected by
a majority of all the members of the
board of directors.
[Rule N-32A-1, 6 F.R. 6631, Dec. 23, 19411

§ 270.45a-1 Confidential treatment of
names and addresses of dealers of
registered investment company se-
curities.

(a) Exhibits calling for the names and
addresses of dealers to or through whom
principal underwriters of registered in-
vestment companies are currently of-
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fering securities and which are required
to be furnished with registration state-
ments filed pursuant to section 8(b) of
the act (54 Stat. 804; 15 U.S.C. 80a-8),
or periodic reports filed pursuant to sec-
tion 30(a) or section 30(b) (1) of the act
(54 Stat. 836; 15 U.S.C. 80a-30), shall be
the subject of confidential treatment and
shall not be made available to the public,
except that the Commission may by order
make such exhibits available to the pub-
lic if, after appropriate notice and oppor-
tunity for hearing, it finds that public
disclosure of such material is necessary

or appropriate in the public interest or
for the protection of investors.

(b) The exhibits referred to in para-
graph (a) of this section shall be filed
in quadruplicate with the Commission
at the time the registration statement
or periodic report i filed. Such exhibits
shall be enclosed in a separate envelope
marked "Confidential Treatment" and
addressed to the Chairman, Securities
and Exchange Commission, Washington,
D.C.
[Rule N-45A-1, 7 P.R. 197, Jan. 10, 1942, as
amended at 20 F.R. 7036, Sept. 20, 19551
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Statement of the Commission respecting distinctions between the report-
ing requirements of section 16(a) of the Securities Exchange Act of 1934
and section 30(f) of the Investment Company Act of 1940.

Letter of General Counsel relating to section 7(b) and 26(c) --------------
Letter of the Director of the Investment Company Division relating to

section 19 and Rule N-19-1 (17 CFR, 270.19-1).
Statement by the Commission relating to section 23(c)(3) and Rule N-

23C-1 (17 CFR, 270.23c-1).
Letter of General Counsel relating to section 22(d) -----------------------
Letter of General Counsel relating to section 22(d) ......................
Letter of General Counsel relating to section 24(b) -----------------------
Opinion of General Counsel relating to sections 8(b) (1) and 13(a) .......
Letter of General Counsel relating to section 10(a) -----------------------
Extract from letter of the Director of the Corporation Finance Division

relating to sections 20 and 34(b).
Excerpts from letters of the Director of the Corporation Finance Division

relating to section 14 and Schedule 14A under Regulation X-14.
Letter of the Director of the Corporation Finance Division relating to

section 20 of the Investment Company Act of 1940 and to Rule X-14A-7
under the Securities Exchange Act of 1934 (17 C F R, 240.14a-7).

Advertising and supplemental sales literature used in sale of investment
company shares.

Statement of Policy of the Commission relating to advertising and supple-
mental sales literature used in the sale of investment company shares.

Statement of the Commission as to the applicability of the Federal securi-
ties laws to real estate investment trusts.

Statement of the Commission on the offering of common stock to the
public at a per share price substantially in excess of the net asset value
of the stock.

Opinion of the Commission that "Equity Funding," "Secured Fund-
ing," or "Life Funding" constitutes an investment contract and when
publicly offered is required to be registered under the Securities Act of
1933.

Statement of the Commission advising all registered investment com-
panies to divest themselves of interest and securities acquired in con-
travention of the provisions of section 12(d) (3) of the Investment Com-
pany Act of 1940 within a reasonable period of time.

Statement of the Commission advising any closed-end investment com-
pany contemplating repurcha.se of its own shares to consult with the IDi-
vision of Corporate re nature of lisclosure to be miale to security holders.

Opinion and statement of the Comnission in response to inquiries relating
to its accounting and disclosure requirements i the matter of ac-
counting for investment credit.
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